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MINIMUM WAGES IN CERTAIN TERRITORIES, POS- 
SESSIONS, AND OVERSEA AREAS OF THE UNITED 
STATES 


FRIDAY, MARCH 16, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE 
on Epucation anp Lasor, 
Balboa Heights, C. Z. 

The subcommittee of the Committee on Education and Labor met 
at 10 a. m., pursuant to notice, in the board room, Administration 
Handing, Balboa Heights, C. Z., Hon. Carl Elliott (chairman) pre- 
siding. 

Present : Representatives Elliott, Coon, and Fjare. 

Present also: Fred Hussey, chief clerk; and Russell C. Derrickson, 
chief investigator. 

Mr. Exxiorr. The subcommittee will be in order. 

This subcommittee of the Committee on Education and Labor of 
the United States House of Representatives was appointed by the 
chairman of the committee, the Honorable Graham A. Barden, to 
study and hold hearings on proposed legislation to amend the Fair 
Labor Standards Act as it affects certain of our Territories, possessions, 
and overseas areas of the United States. 

House Resolution 9129 and H. R. 9144, the principal bills under 
consideration, would exempt some of these areas from the provisions 
of the act and provide special treatment for others. Among those 
areas which would be exempted under these bills is the Canal Zone, 
which, at the present time, is covered by the Fair Labor Standards 
Act. In this connection, the Department of Labor, in testimony before 
the subcommittee in Washington, has recommended that the Canal 
Zone be given special treatment under the law by authorizing the 
Secretary of Labor to set minimum wages, after public hearings, con- 
sistent with economic conditions and prevailing wage rates in the area, 
Such wages as the Secretary of Labor would set, of course, would be 
less than the statutory minimum of $1 per hour. 

Two witnesses, representing organized labor in the Canal Zone, tes- 
tified before our subcommittee in Washington last week. Both of these 
witnesses requested that the Canal Zone remain under complete cover- 
age of the Fair Labor Standards Act. 

In view of the testimony thus far received by the subcommittee with 
respect to treatment of the Canal Zone under the law, the subcommittee 
came to the conclusion that it could arrive at a proper decision only 
after hearing all the facts from all parties concerned and by seeing 
conditions at first hand. For that reason, some of the members of the 
subcommittee are here today to take formal testimony on the subject. 
We hope to hear testimony from various segments of the communit 
here, and we hope to give an opportunity to all who desire to be heard, 
that they be heard today, if possible. 

The members of the subcommittee present today are: Mr. Sam Coon, 
on my left, a Member of the Congress, representing the Second Dis- 
trict of the State of Oregon; and to his left, Mr. Orvin Fjare, a Mem- 
ber of the Congress, representing the Second District of Montana. My 
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name is Car] Elliott; I represent the Seventh Congressional District 
of Alabama, in the Congress of the United States. 

The subcommittee is accompanied also o. bag Fred Hussey, on my 
right, chief clerk of our committee; and by Mr. Russell Derrickson, on 
my immediate right, Chief Investigator of the Committee on Educa- 
tion and Labor of the United States House of Representatives. 

I want to say to begin with that the subcommittee is very pleased 
to have this privilege of visiting the Panama Canal Zone and it appre- 
ciates the opportunity to hear firsthand, testimony relative to the con- 
ditions within the scope of its investigation. 

First we have Gov. Herman W. Schull, Acting Governor of the 
Panama Canal Zone. Governor Schull. 

Colonel Scout. Mr. Chairman, as Acting Governor, it’s a t 

leasure for me to welcome your distinguished group to the Canal 
ne, and I wish to offer all our facilities that you may wish to use to 
see the canal and to see what you care to see while you’re here. 

The Governor regrets very much that he is unable to be here. He is 
appearing before another committee in Washington. However, the 

anal Zone Government is prepared to present a statement and fur- 
nish such data as you may require. 

Governor Seybold is available to present a statement to your com- 
mittee as to the effects of this bill on Canal Zone operations. He could 
be available early next week, if it suit your convenience, in Wash- 
in 


n. 
(Governor Seybold’s statement appears on e: 450 in this paring) 
The principal witness for the Canal Zone Government here at this 
hearing will be Mr. Paul Runnestrand, who is executive assistant to 
the Governor. Col. Hugh Arnold, the Engineering and Construction 


Director, and Mr. Edward Doolan, Personnel Director, will be avail- 
able to answer questions on construction practice and employment. 

Without further remarks, and with your _eipessap would like 
to introduce Mr. Runnestrand, who will make our statement and is 
prepared to answer questions on that material. 

r. Exxrorr. Thank you, Governor Schull. We'd be happy to hear 

Mr. Runnestrand and the gentlemen accompanying him. 

You may proceed, Mr. Runnestrand. 


STATEMENT OF PAUL M. RUNNESTRAND, EXECUTIVE ASSISTANT 
TO THE GOVERNOR OF THE CANAL ZONE; ACCOMPANIED BY 
COL. HUGH M. ARNOLD, ENGINEERING AND CONSTRUCTION DI- 
RECTOR, PANAMA CANAL COMPANY; AND EDWARD A. DOOLAN, 
PERSONNEL DIRECTOR, PANAMA CANAL COMPANY AND CANAL 
ZONE GOVERNMENT 


Mr. Runnesrranp. My name is Paul M. Runnestrand. I am Exec- 
utive Assistant to the Governor of the Canal Zone, who is also the 
President of the Panama Canal Company. As Colonel Schull has 
said, the Governor is in Washington today, appearing before another 
committee of Congress. He has asked me to srpes before you and 
furnish such factual information as may be helpful in your present 
inquiry. The Governor will of course be pleased to appear before you 
at your convenience in Washington if you so desire. 
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In my brief prepared statement, I propose to describe the Canal 
Zone, the Government and private employment therein, and the pay 
structure applied to employees of the Panama Canal Company and 
the Canal Zone Government. 

The Canal Zone is roughly 10 miles wide and 50 miles long. Under 
the 1903 treaty by which it was cae ba from the Republic of Pan- 
ama, the United States exercises all sovereign right, power, and au- 
thority within the Canal Zone. Congress is the legislature for the 
Canal Zone. There is no local legislature. 

Under our treaties with Panama, activities in the Canal Zone are, 
in general, those related to the United States governmental function 
of maintaining, operating, and protecting the Panama Canal. 

There is no indigenous population in the Canal Zone, and there is 
very little private business enterprise. Under the treaties, only cer- 
tain categories of persons may reside in the Canal Zone, principally 
persons in the military or civilian service of the United States Gov- 
ernment and their families. Also under the treaties, no private busi- 
ness enterprises may be permitted to be established in the Canal Zone 
except those having a direct relation to the operation, maintenance, 
sanitation, or eb om ae of the canal, such as those engaged in the 
operation of cables, shipping, or dealing in oil or fuel. 


The civilian population of the Canal Zone is about 40,000. Of these 
about half are United States citizens, and the rest are non-United 
States citizens, principally Panamanians. 

The total number of persons who work in the Canal Zone, regard- 
less of whether they live in the zone or in the Republic of Panama, is 
about 25,250. I submit for insertion in the record a summary of this 


civilian work force in the Canal Zone. 
Mr. Exxrorr. Without objection, the summary will be made a part 
of the record at this point. 


(The summary referred to is as follows :) 


Summary of civilian work force in the Canal Zone 





United 
Employing unit Date of statistics States 
citizen 





Panama Canal Company February 1956. 2, 530 
Canal Zone Government “pape AES 1, 258 





3, 788 


U. 8. Army Caribbean. 1,314 
Caribbean Air Command 191 
15th Naval District 488 








1, 993 
a y, Navy, and Air Force Pia 80 
Pz Se aort, Army, Navy 39 





uasi-official 
clubs, exchanges, 
Contractors ( 
x. Air Force ka 
welfare e <8 
oy mage and shipping com- d 122 
. 8. Government agencies (CAA, Internal 234 
Revenue, etc.). > 
Concessionnaires 
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Mr. Runnestrann. The breakdown shown on that summary indi- 
cates that, of the 25,000, over 15,000 are employees of the Panama Canal 
Company and Canal Zone Government, and nearly 7,000 more are em- 
ployees of the Army, Navy, and Air Force. Another 274 are employees 
of other United States Government agencies, and nearly 1,200 are 
employees of Army, Navy, Air Force post exchanges and similar quasi- 
official agencies. The strictly private employment in the Canal Zone 
is therefore limited to the 1,225 contractors’ employees, 368 employees 
of the few commercial firms such as the ships agents, oil companies, 
cable company, and so forth, and about 100 employees of churches, 
welfare organizations, and other noncommercial enterprises. The 
summary gives a further breakdown of these figures as between United 
States citizens and non-United States citizens. 

Mr. Extiorr. Let me interrupt you, Mr. Runnestrand. As I read 
this—“Summary of Civilian Work Force in the Canal Zone”—1,187 
employed contractors—I guess this is as of December 1955. 

Mr. Runnestranp. Yes, sir. 

Mr. Exsiorr. And does that include all persons employed at that 
time, or does it include those employed for the entire year of 1955? 

Mr. Runnestranp. That’s as of that time. I wanted to interject 
there: each of these figures—and that one particularly—is a figure 
taken as of our records at the end of the month. That one in particular 
will be a moving figure. At the middle of the month, contractors may 
have had more or less on their rolls, so at any given date the figure 
would change of course, depending on normal contract work current! 
in force. Our latest available compilation dealt with the end of this 
last December for that figure. 

Mr. Extiorr. Would you say that’s a representative figure, Mr. 
Runnestrand? If we took the figures for the month of February, we 
will aay; would it run much above that, or much less than that figure of 
1,186? 

Mr. Runnestranp. If I may, I would like to ask Colonel Arnold, 
who is our Engineering and Construction Director, and who is con- 
tracting officer, to answer that question. 

Mr. Exxtorr. Yes. 

Colonel Arnotp. I’m Col. Hugh M. Arnold, Director of Engi- 
neering and Construction, Panama Canal Company. 

Our construction work varies with the season, of course, and the dry 
season runs from about the middle of December to about the middle of 
May; so a December contracting a figure would be probably 
sligatly lower than February, March, or April. 

r. Runnesrranp. By the same token, perhaps it would be a little 
higher than October and November, which is the middle of the rainy 
season. 

Colonel Arnotp. Maybe a little. 

Mr. Runnestranp. Government employment, which is excluded 
from the application of the wage-and-hour law, therefore covers over 
93 percent of the employment in the Canal Zone. Of the 1,700, or 6.7 

reent, employed by contractors, commercial firms, and churches and 

ike organizations, 1,464 are non-United States citizens, practically all 
of whom live in the Republic of Panama. I assume that only a part of 
these private employees would be subject to the Fair Labor Standards 
Act, since its application is understood to extend only to employees 
engaged in commerce or the production of goods for commerce. This 
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presumably would exclude the 100 or so church and welfare workers 
and part of the contractors’ employees. 

It therefore appears that the potential application of the Fair Trade 
Labor Standards Act in the Canal Zone covers only a few percentage 
points of the 25,000 employer persons in the Canal Zone, certai 
substantially less than the 6.7 percent which represents the total private 
employment of all classes in the Canal Zone, at least as shown after 
the dates in this summary. 

The Panama Canal Company, which is the corporate agency of 
the United States charged by Congress with maintaining and operat- 
ing the canal and related facilities, and the Canal Zone Govern- 
ment, the agency which administers governmental functions in the 
zone, are the dominant employers in the Canal Zone. These two 
agencies are closely integrated in organization and management. 
They employ about 60 percent of all employed persons in the zone, 
and about 65 percent of all Government employment in the Canal 
Zone. 

The Panama Canal Company and Canal Zone Government employ 
3,788 United States citizens in the Canal Zone and 11,285 non-United 
States citizens—a total force of 15,073. Those figures are as of 
February 1956. Of the 11,285 noncitizens, about 8,000 are citizens of 
Panama, the majority of the others being West Indians. Most of the 
United States citizens live in the Canal Zone. All but about 3,000 
of the non-United States citizens live in the Republic of Panama. 

The pay structure for Panama Canal Company and Canal Zone 
Government employees is initially divided into two main divisions, 
one covering positions for which it is necessary to use the continental 


United States as the basic area of recruitment in filling jobs, and the 
other covering positions which can be filled by recruitment from the 
Panama area labor market. 

Positions for which the continental United States is the basic recruit- 
ment area are necessarily compensated at rates based on those for 
comparable Federal or private employment in the United States. 
In — an additional 25 percent is added as an overseas and 


tropical differential. The pay rates of the Classification Act of 1949, 
as amended, are by law or administrative action applied to about 
1,600 of these positions. 

Mr. Exxiorr. Now, 1,600 out of a total of what ? 

Mr. Rounnestranp. Out of 3,788—approximately that number. 
Those are the United States citizens and the few non-United States 
citizens who are paid at continental rates. 

Mr. Exxrorr. About 40 percent. 

Mr. Runnestranp. I believe so. 

Another 1,250 or so, of the same total number, are in the so-called 
wage-board group, covering the craft and craft supervisory positions. 
An administrative group covers pilots, policemen, firemen, and teach- 
ers. In other ok aly those groups I have just mentioned are those 
which are paid at rates comparable to rates paid in the continental 
United States for comparable work. 

No pay rate for these United States recruitment area full-time po- 
sitions is less than $1 an hour. For these employes the average hourly 
rate is $3.15 and the average annual salary is $6,546. The lowest 
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hourly rate paid in any such regular full-time position is $1.78. We 
have a few special positions, like interns at the hospitals who get a 
special type of stipend, which runs around $1.50 when converted to 
hourly rates. We have a first-year apprentice who, in our 4-year ap- 
prentice training pro , gets more than $1 but less than $1.78. This 
is for any regular, full-time, ordinary employment. 

For the more than 11,000 positions for which the basic recruitment 
area is the Panama labor market, pay rates are based generally on the 
prevailing rates for comparable work in that area. As a matter of fact 
the United States agencies’ pay schedule for such positions is conceded 
to be somewhat higher than the going rates in Panama. 

The current rates of pay on the local-rate pay schedule range from 
41 cents to $1.59 an hour. 

The locality-rate employees are paid within this range in accordance 
with a point-evaluation plan developed in 1947 in collaboration with 
the Bureau of Labor Statistics of the Department of Labor. The plan 
currently consists of 15 grades, each with 6 longevity steps, and the 

ding system is coordinated among four occupational categories: 
i) manual occupations, (2) service occupations, (3) clerical occupa- 
tions, and (4) subprofessional occupations. 

The average hourly wage paid to the locality-rate group is 64 cents. 

Each individual job designation in the locality group is indexed in 
the agency’s ape ast manual and indicates the grade to which it has 
been classified. 

If the committee desires, I shall be glad to furnish for the record the 
— pay schedule and any other statistical data you indicate would 

elpful. 

That completes my prepared statement. I shall be glad to try to 
answer any questions. 

Mr. Exxiorr. Mr. Runnestrand, I think it would be helpful to the 
committee if you would furnish for the record the locality pay sched- 
ule that you referred to in the next to the last paragraph of your state- 
ment. 

(Mr. Runnestrand presented the schedule to the chairman.) 

Mr. Ex11sorr. And without objection this pay schedule will be made 
a part of the record at this point. 

(The pay schedule referred to is as follows :) 
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CuaprTer C3.—Compensation—Rates of pay (local rate rolls) 


1. Pay schedule—The following table shows the hourly and biweekly rates of 
pay for employees of the Canal Zone Government and the Panama Canal Com- 


pany, by grades, for employees carried on the local rate rolls; 
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vernment minimum rate is $0.41 per hour. 


CHAPTER C8.—Compensation—Rates of pay (local rate rolis) 


11 Pay schedule——The following table shows the monthly rates of f 
employees of the Canal Zone Government and Panama Canal Company, te atnien, 
for employees carried on the local-rate rolls whose basic work-week is 48 hours: 
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it minimum monthly rate is $85.28 a month (48-hour-a-week basis). 
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Mr. Exxrorr. Now, I note, Mr. Runnestrand, that you say at one 
point of your statement: “The current rates of pay on the local-rate 
pay schedule range from 41 cents to $1.59 an hour.” Could you give 
us any percentages of application of the, we’ll say, the 41 cents to 
the total? 

Mr. Runnestranp. The 41-cent rate is the lowest rate used in grade 
1 of the schedule introduced in the record. It is also the lowest rate 
used in grade 2, because in our grade 1 we start in the middle of the 
grade in order to raise our minimum, which went below 41, which is 
also the entrance rate of the second grade on the pay schedule that was 
introduced. So taking those together, as of December 31, 1955, we had 
53 employees at the 41 cents. I have a breakdown. 

Mr. Exxtorr. 53 out of what—10,000 all told ? 

Mr. Ronnestranp. Out of eight or nine thousand, on this particu- 
lar tabulation. We have a tabulation, if it would be of interest to the 
committee, which gives the number of employees, as of December 31, 
1955, at every hourly rate that is used—from 41 cents to $1.59. It’s a 
matter of 2 or 3 pages. 

Mr. Exuiorr. I think it would be helpful to the committee to have 
that table. Our job is to gather the facts concerned in this matter, and 
I believe that would be very helpful to us, Mr. Runnestrand. 

(Mr. Runnestrand presented the tabulation to the chairman.) 

Mr. Ex.rorr. Without objection, this table of three p titled 
“Graded Full-Time Non-United States Citizen Local-Rate Employees 
in Company Government, December 31, 1955,” will be made a part of 
the record of these hearings at this point. 

(The table referred to is as follows :) 
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Graded full-time non-United States citizen local-rate employees in company- 
government, Dec. 31, 1955 
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Graded fuli-time non-United States citizen local-rate employees in company- 
government, Dec, $1, 1955—Continued 
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Note.—The X-step represents rates for employees whose were beyond normal grade ranges at 
the time of the establishment of the classification system in Fe uary 1948. These status quo rates are 
being gradually eliminated as the incumbents leave the positions. 
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Mr. Coon. Mr. Runnestrand, you gave us some very good and help- 
ful information, and I appreciate your testimony. 

There are 2 or 3 questions I would like to ask you. In one place 
you say the “pay rates are based generally on the prevailing rates for 
comparable work in that. area.” Well, how do you go about arriving 
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we i rates in comparison to employment here in the Panama Canal 
ne 

Mr. Runnestranp. I am thinking about the latter part of your 
question. Perhaps I may. describe how the locality rates that we 
apply are derived. 

. Coon, That’s what I wanted to know. 

Mr. Runnestranp. Well, in 1947, when they were revising the local- 
ity rates and developed this graded-evaluation-point plan, the matter 
of the rates which should be applied to that plan as shown on the 
schedule were developed by surveys in Panama in the sense of spot- 
checking commercial establishments, private industries, governmental 
rates, at least for quite a number of benchmark jobs, so as to combine 
that with the other information available to us, such as what con- 
tractors pay, and that sort of thing. The exact hourly rates for the 
benchmark jobs were then developed and put into the graded plan 
which I have inserted for the neta 

Since that time, there have been increases which have changed rates, 
but the prevailing rate in Panama is ascertained through that type of 
compilation of material on actual hourly rates that we ascertain are 
being paid. As I say, because of increases for various reasons, I think 
it’s generally conceded that our pay rate is perhaps a little more than 
that paid in the Republic of Panama. 

Mr. Coon. Are these rates—after you ascertain what they should be 
and start using them—are they pretty well accepted as being fair and 

roper here in the Canal Zone? You don’t have any protests, much, 
at they are not reasonable? 

Mr. Runnestranp. No, sir; not in the sense that they are less than 


the going rate. Of course there’s always protest and pressure for 
higher wages. I don’t mean to suggest that the group is satisfied with 
the compensation. But it is not protested on the ground that they 
are not as much as the going rate elsewhere. And, of course, the fact 
that they are equal to or hig’ er than the going rate is perhaps demon- 


strated by the fact that we have a tremendous number of applications 
for employment at all times, and no trouble at all in getting employees. 
That’s pores because the rates are more favorable than elsewhere and 
partly use there is an unemployment situation in Panama. 

Mr. Coon. Does Panama have any minimum-wage laws? 

Mr. Runnestranp. No, sir. 

Mr. Coon. I wanted to ask just a little bit about the contractors. I 
understand that you let out a considerable amount of contract work to 
local contractors here; is that true ¢ 

Mr, Runnestranp, We do a considerable amount of our work by 
contract: some local, and some States, It isn’t restricted to local 
contractors. We also have contracts running from stateside con- 
tractors as well as local. 

Mr. Coon. Is the amount of work that you are letting to con- 
tractors—is that increasing all the time, or does that stay about steady ? 

Mr, Runnestranp, There has been an increase in the amount of con- 
tract-type of work we have done over the last few years because of the 
economy of the situation. And we do do more work by contract than 
we todo when we kept a higher force of direct-hire to do the work 
by force account. 


73588—56—pt. 2-2 
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Mr. Coon. Do you figure by contracting this work out that you can 
save sponey then for the United States Government by doing it that 
way 

Mr. Runnestranp. There’s no question about it, sir. We do feel so 
and, of course, we are under considerable pressure from the General 
Accounting Office and others to follow that policy for that reason. 

Colonel Arnold has some figures he thinks might be helpful along 
the lines of your inquiry. 

Mr. Coon. We'd be glad to have them. 

Colonel Arnoxp. It’s kind of hard to generalize whether or not 
we're doing more or less work by contract than hired labor. For ex- 
ample, in fiscal year 1952, we did a total of $12,189,828, of which 64 

rcent was by hired labor and 36 percent by contract. In 1953, the 
rates reversed: We did $16,800,000, of which $10 million was con- 
tract and $6,500,000 hired labor—in other words, 39 percent by hired 
labor and 61 percent by contract. In the next year, 1954, it was 
almost an even break: Out of a total of $10,600,000, $5 million was 
hired labor—about 53 percent hired labor, with 47 percent contract. 
In 1955, due to a number of reasons, it varied again: We did a total 
volume of $10,300,000, of which $6,100,000 was contract—59 percent ; 
$4,200,000 was hired labor—or 41 percent. Through January of fiscal 
1956, we’ve done a total of $414 million: $2,100,000 was by contract; 
$2,300,000 was by hired labor—in other words, 52 percent by hired 
labor and 48 percent by contract. 

Mr. Coon. Well then, actually your Landen 3 of work direct and 
by contract isn’t varying any great amount; is it 

Colonel Arnoxp. vie 1952: 64 percent by hired labor ; 36 percent 
by contract. In 1953, it was reversed: 39 percent hired labor; 61 
percent by contract. 1954: 53 percent by hired labor; 47 percent by 
contract. 1955: 41 percent by hired labor; 59 percent by contract. 
1956 to date—through January: 52 percent hired labor and 48 per- 
cent by contract. It depends to a great extent on what kind of work 
you’re doing. - 

Mr. Coon. I wouldn’t say that’s any big radical change then from 
your procedure. You did a little more by contract some years but 
now you’re back down a little percentage, so it isn’t a very big change; 
is it? The reason I’m trying to bring this out, one witness in Wash- 
ington said you were contracting considerably more of the work all 
the time and doing less by the Panama Canal Company. But I don’t 
think your figures would indicate that you were doing a whole lot 
more by contract. 

Colonel Arnorp. In 1953, for big we embarked upon a big, 
new housing-construction program, and most of those new houses were 
built by contract. In 1955, for example, we had two big Bee 
going—Contractors Hill, project 13—and we removed that hill. And 
we also started our power-conversion project. That makes the per- 
centage higher in contract that year. 

Mr. Coon. You probably don’t let any contracts unless you figure 
you can handle them better and more economically for the Government, 
or you probably wouldn’t let them. a ; 

lonel Arnotp. That’s entirely true. Any time we advertise for 
bids on a construction contract, we prepare in detail an estimate of the 
fair and reasonable cost of doing the work by contract, including about 
a 10-percent profit. When we open the bids, we scrutinize the bids very 
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closely and compare them with our estimates. If they are out of line, 
we reject the bids and either readvertise or do it with our own forces. 

Mr. Coon. I want to compliment you on trying to save a little money 
for a Federal Government, because we, too, are mighty interested 
in that. 

Colonel Arnotp. We have a very recent case of the latter—on Gail- 
lard Highway, which is being rebuilt right now. We advertised for 
bids on that and the lowest bids were around $185,000. We were 
thinking a fair, reasonable figure was $130,000. We rejected all the 
bids and are doing it ourselves. - 

Mr. Coon. I would like to ask one more question—of whichever one 
of you gentlemen want to answer—about the size of your contracts. 
Do you let some pretty small contracts? 

Colonel Arnotp. We don’t let small contracts in general except in 
the case of interior painting. We use a lot of what we call short- 
form contracts for interior painting. It’s convenient, and while a 
house is vacant we advertise for 5 or F days and award a contract right 
quick and goon, But I have a list of the current contracts with their 
amounts. 

Mr. Coon. When you let these small contracts, the cost of letting 
them—the cost of the administrative part of that— you figure that in 
when you contemplate whether you are going to let a contract or not, 
even though it’s a small amount; do you not? 

Colonel Arnon. Yes, sir. The smaller the amount of a contract, 
the higher percentage-wise your administrative cost would run; so 
it’s just not economical to award small contracts. 

r. Coon. But your regular staff probably can take care of these 
small contracts as well as the big ones without any additional help? 
Is that true? 

Colonel Arnoxp. Right. Our contracting and inspection force is 
a stable force. ap 

Mr. Coon. Those are all the questions I have. 

Mr. Fsare. 1 assume that each time you mention “we,” you mean 
the Panama Canal Company. 

Mr. Runnesrrann. And the Canal Zone Government. They are 
technically two separate agencies, but so closely integrated under one 
management that we treat them as one. 

Mr. Fyare. I come from an area which contains two of the great 
national parks—the Glacier National Park and the Yellowstone Na- 
tional Park—and those are federally owned areas. We have the Gla- 
cier National Co. and the Yellowstone Park Co. Are you familiar 
with that type of establishment? The point I’m trying to arrive at isa 
comparison between the Panama eal Company and the Yellowstone 
Park Co., which I am quite familiar with, 

Mr. Rounnestranp. Unfortunately I am not familiar with either 
the statutory or practical operation of the ones mentioned. 

. Fsarz., Then would you, for me and the committee, explain in 
a © gay language the actual composition of the Panama Canal 
one 

Mr. Runnestranp. Yes, sir. The Panama Canal Company is a 
Federal corporation created by act of Congress—the Panama Canal 
Company Act. There is no stock; it’s strictly a Federal corporation. 
Management-is vested by law in a Board of Directors consisting of 13 
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members. The so-called statutory stockholder—although there is no 
stock—is the President of the United States, who represents the peo- 
ple of the United States, the laws says, in that capacity, and he may 
act through a person designated for that pu to represent him as 
stockholder. And he has so designated the Secretary of the Army, 
who is, therefore, the stockholder. The stockholder appoints the 
members of the Board of Directors; he appoints them from all over 
the United States, including some por saca g Government as well 
as puree industry. One of our prominent Board members is Mr. 
Ralph Cake, from your area, Mr. mn. The Governor of the Canal 
Zone is ex officio President of the Panama Canal Company and the op- 
erating head under the Board of Directors. 

The fiscal structure of the Company—well, first let me say that the 
main mission of the Company is to maintain and operate the Panama 
Canal and all the related business-type facilities in the zone, which 
are necessary supporting activities for t the canal, That includes em- 
ployees’ housing, the port facilities and harbor terminals, the retail 
sales stores of our commissaries, warehousing, and so forth. It oper- 
ates the railroad across the isthmus; it operates the ships between here 
and New York for supply purposes; and all the utility functions— 
telephone system, water system, electric-power system—are all busi- 
ness-type activities of the Panama Canal Company under this con- 
gressional act. 

As to the fiscal setup, the Company operates out of revenues on a self- 
sustaining basis and obtains no appropriation of funds, And that 
has been true since the new setup in 1951, even as to capital expendi- 
tures. 

Mr, Fsanz. Make any profit? 

Mr. Runnestranp. We don’t call it profit, but under the statutory 
formula which sets up the tolls, and our other obligations, we are re- 
quired to meet our costs. You never hit them right on the nose. We 
have always hit them in the black, so far. I am pcg. of the last 
several years, since the reorganization in 1951. e net operating 
margin has varied from year to year; but it’s been substantial 
largely because of the record traffic of the last several years through 
the canal. So that last fiscal year, for instance, we declared a divi- 
dend of $10 million, which was returned to the United States Treas- 
ury as a refundment of capital of the United States and operates to 

uce our interest base. Part of the fiscal burden of the Company 

is to recover not only all costs of the operation but to reimburse the 

annually for interest on the investment and for the entire 

net cost of the operation of the agency known as the Canal Zone 

Government. The Canal Zone Government is an old-line agency and 

we go to Congress each year for appropriation. But at the end of each 

year, the Panama Canal Company, out of its revenues, reimburses 

the Treasury for the entire net cost of operation of the Canal Zone 

Government. So the Panama Canal enterprise as a whole is regarded 
as mpc 

Mr. Fare. How long has it been in existence as such ? 

Mr, Runnestranv. The present setup has been in existence since 
July 1, 1951. Prior to that time, it was the same general setup but 


they didn’t have the corporate form for the agency that ny Meda the 
Canal, although we did have a Government corporation in the picture 
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that operated some of the other business activities. The 1951 re- 
organization renamed the agencies, transferred all the business-type 
functions to the corporate agency, and revised the fiscal setup to more 
clearly reflect current private business methods and accounting, and to 
establish the principle of self-sustaining operation under the formulas 
prescribed by law. 

Mr. Fsane. Now, the filling stations that I noticed driving over this 
morning—They are privately owned, are they not? 

Mr. Teowsiantiniseo. Driving over from the hotel, you were in 
Panama and those you saw are in Panama. 

Mr. Fsare. We had to go through Panama. You have them though 
in the Canal Zone? 

Mr. Runnestranp. We have only one on this side of the isthmus. 
That’s not privately owned. There are no private sales stores or 
filling stations in the Zone. The Company owns all. 

Mr. Fsare. You mentioned down here that your— 
locality-rate employees are paid withi nthis range in accordance with a point- 
evaluation plan developed in 1947 in collaboration with the Bureau of Labor 
Statistics of the Department of Labor. 

Who collaborated to establish this rate scale outside the Bureau— 
the Company ? 

Mr. Runnestranp. Yes, sir. Of course, at that time it was the 
agency known as the Panama Canal, whilh is a predecessor of the 
Canal Zone Government. By that statement, [ mean that our 
agency—the Panama Canal at that time—acted with the consultation 
and help of the people from the Department of Labor. 

Mr. Fsare. Government of Panama enter in, in any way ? 

Mr. Runnestranp. No, sir. 

Mr. Fsare. What type of work would a man be doing if he earned 
41 cents an hour ? 

Mr. Runnestranp. Would be perhaps the lowest rate of labor 
grasscutter, messenger—just a plain messenger. 

Mr. Fsare. Would he live in the Canal Zone perhaps? 

Mr. Runnestranp. For our employees, out of the 11,000 or so, about 
3,000 of them do live in the Canal Zone. 

Mr. Fsarz. Three out of eleven ? 

Mr. Runnestranp. Yes. The others live in the Republic. The mili- 
tary, who have the same general pay setup, have very little local-rate 
housing—practical none. 

Mr. F sare. Is there a substantial difference in the cost of living 
divided by the line—in the Canal Zone and the Republic? 

Mr. Runnestranp. So far as concerns groceries and other pur- 
chases, those poche living in Panama—our employees, I mean—at the 
present time and in the past, have Canal Zone purchase privileges; so 
regardless of residence, they would be buying the same groceries and 
clothing and that sort of thing at the same place for the same cost of 
living. Rents, perhaps, would be higher. 

Mr. Fsare: If this man were a utter, earning 41 cents an hour, 
were to work in the Republic of Pisteind doing the same work, what 
would he perhaps earn there ? 

Mr. Runnestranp. I’m afraid that what we would give you would 
be only an informal guess. We think substantially less than 41, It 
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might be as low as 25, 30,35. But I do not have actual information on 
that; I wouldn’t say for sure. 

Mr. Fsare (to Colonel Arnold). I think perhaps your answer to 
Mr. Coon’s question cleared up what I had previously in mind. I 
was wishing to ask the criterion or the basis on which you decide 
whether a job shall be contracted or you usually do it for yourself, 
and I assume again that your answer was that whichever is most 
economical to the United States Government. 

Colonel Arnotp. There are several things that enter in. 

Mr. F sare. Is that the prime one, however ? 

Colonel Arnotp. Yes. 

Mr. F sare. The point of getting the most done for the least money ? 

Colonel Arnoxtp. Other factors considered. For example, the size 
of a job; second of all, whether or not it can be actually defined in a 
specific sense so that you can conveniently bid on it; third, the time 
avaliable to you; fourth, whether or not there’s any military classi- 
fication involved in the work that would prohibit somebody from 
coming in; and fifth, whether the size of the job would cause your 
administration itself to offset any savings you might be doing by 
contract. 

Mr. Fsare. Do you find American citizens wanting to come to the 
Canal Zone to work, to be employed here ? 

Mr. Runnestranv. You mean contractors? 

Mr, Fsare. Common laborers, If I, as an individual, for reasons 
of my own, wanted to come to Panama to work, would I have any 
difficulty? I want a job in Panama. Do you have to reeruit labor, 
or do you need more—I mean the United States-citizen laborer? 


Mr. Runnestranp. We recruit United States-citizen labor largely 
now oy in the highly skilled, professional classes. We never have 


recruited laborer type of work in the Canal Zone from the United 
States. The use of the local labor, at the low rates, since construction 
days, has always prevailed for the unskilled and much of the semi- 
skilled work. 

Mr. Fsarr. Does the Company do much military construction, or 
do they do any? 

Colonel Arnotp. We do practically none, in fact right now, very, 
very little. We do some paving, for example, for the Navy. We just 
finished building an ordnance shop; supervised the building of it. 
We do certain work for the Army, Navy, that they are not them- 
selves prepared to do. It doesn’t amount to much in volume. 

Mr. Exusorr. Mr. Derrickson. 

Mr. Derrickson. Just one question. Last week, a witness told the 
subcommittee that there was an increasing number of small contracts 
being let He used as an example two—one of which, the painting of 
a roof—that were less than a hundred dollars. His point was that 
with the increase of those small contracts, there were fewer mainte- 
nance-crew employees kept on your rolls. Now, you’ve explained how 

ou determine whether or not you do it yourself or let contracts. 

but what is the situation with respect to the decrease of number of 

employees among your regular maintenance crews during the last 
r? 

Colonel Arnotp. To answer your first question, I think it might be 
well to put in the record this list of current contracts, including all 
the short forms—if you’d like to have it, Mr. Chairman. 
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Mr, Exxiorr. Yes, we'd like to have it; and without objection, the 
List of Current Contracts (dated March 13, 1956) will become a part 


of the record at this point. 


(The list referred to is as follows:) 


List of current contracts* 





Contract 


Project 


Average 
number 
of em- 
ployees 


Contract 
completion 
ate 





PC-2-74.... 
PC-2-78.... 


PC-2-99.... 
PC-2-125..- 


PC-2-152... 
PC-2-177... 
PC-2-184... 
PC-2-246... 
PC-2-251... 


PC-2-238... 
PC-2-252... 
PC-2-254.. 


PC-2-266_.. 
PC-2-267... 


PC-2-277... 
PC-2-283_.. 
PC-2-284._. 
PC-2-286... 


PC-2-287._. 
PC-2-288... 
PC-2-289__. 
PC-2-295... 
PC-2-299... 
PC-2-300... 
PC-2-309... 
PC-2-311... 
PO2-315..- 
PC-2-317-... 
PC-2-318_.- 
PC-2-273... 


PO-2-278... 


PC-2-293... 
PC-2-301... 





General Electrie Co---_-. 
L. R. Sommer 

secs och ati iets «aim did 
Agriculture Develop- 


ment Corp. 
Sachse International 


Electrical Service Co... 
mpotn Construction 
0 


C. A. High 
Wright Bros 


E. O. a Construc- 


H. I. Homa. 
Bildon, Inc 


General Electric Co- --_- 
Sachse International 
orp. 

E. O. Hauke Construc- 
tion Co. 

Isthmian Construc- 

L. R. Sommer 

Bildon, Inc. 

Wright Bros 

Dillon & 
tion Co. 

General Electric Co---_- 

E. 0. Hauke Construc- 
tion Co. 

W. T. Coffey 


Tropical Paint Co., Inc. 
W. T. Coffey 
Servicio Brouwer 


Tropical Paint Co., Inc. 
W. T. Coffey 
C) 


See footnotes, p. 384. 








4 new generators, hydro 
station, Gatun. 

Control switchboard, hy- 
dro station, Gatun. 

Mount Hope substation-_-- 

Grasscutting, Gatun Dam. 


Conversion and alteration 
to Gatun hydro station. 

Cathodic protection fuel- 
oil line Iboa. 

Electrical work at schools 
and pier 8. 

Designs for various elec- 

9trical facilities. 

Designs services for execu- 
tive quarters, locks con- 
trol decentralization. 

Designs for Summit sub- 
station. 

Maintenance division 


Steel walkway, Miraflores 

Replace water piping and 
heaters, Balboa 

Alterations to machine 
shop, Miraflores. 

Traffic-control beacons, 
Atlantic side. 

Alterations to elementary 
school, Diablo. 

Repairs to fixed struc- 
tures, Balboa and Crist- 
obal. 


Conversion of generator 
No, 5, Gatun. 
Atlantic area conv ersion __- 


Safety sign posters, At- 
lantic and Pacific. 

Commissary retail store, 
Paraiso. 

Agua Clara substation _-_- 

44-kilovolt transmission 
lines, Madden to Mira- 


lores. 

Replace water piping and 
heaters, Gatun. 

Reroof buildings 1020 and 
7033, Cristobal. 

Rehabilitation of toilets, 
Gatun locks. 

3 generators, 

Madden power station. 

Air-conditioning tele- 
phone exchange, Gatun. 

Interior and_ exterior 
painting, Atlantic and 


Pacific. 
aioe a exterior 
t ‘acific. 
Interior painting, Atlantic. 
Interior and _ exterior 
pening, Atlantic and 

c. 


d 
nd painting, Atlan- 
c. 





$772, 138.00 
138, 851. 41 


822, 329. 44 
, 36,000. 00 


506, 423. 94 
16, 250. 00 
112, 187. 00 
35, 000. 00 
62, 000. 00 


14, 580. 00 
138, 295. 00 
8, 000. 00 


24, 705. 00 
39, 699. 13 


9, 314. 00 
1, 871. 00 
3, 048. 00 

74, 245. 00 


180, 183. 00 
1, 243, 542. 20 
4, 474. 00 
104, 740. 00 
249, 250.00 
373, 900. 00 
15, 127. 00 
18, 617.00 
10, 314. 00 
708. 161. 00 
3, 974. 00 
18, 534. 00 


5, 186. 00 


919, 00 
19, 373. 00 


23, 990. 00 
21, 881. 00 
575. 00 





10 | July 12,1956 
Apr. 15, 1956 


Apr. 9, 1056 


2Sept. 28, 1956 


Dec. 14, 1956 
July 19, 1957 


Feb. 1, 1957 
Do. 
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List of current contracts *__Continued 





























: Average | Contract 
Contract Contractor Project Amount ee completion 
ployees ate 
POC-2-305...| Anthony Leggiere---.__. Interior painting, Pacific__ $1, 074. 00 OD ha cccccscccance 
PO-2-306...; Daniel Rojas. -_........- — painting, Atlan- 1, 350. 00 |} Birt Sal 
PC-2-307...| Anthony Leggiere..___-. —— painting, Pacific_- 1, 023. 00 | ea ere ee 
PC-2-308... = AS | RE A oe 843. 00  ) 8 See 
PO-2-310...| Tropical Paint Co., Inc. Painting water tanks, 37, 825. 00 hgh ese ee 
untae and Miraflores 
PO-2-312_..| Anthony Leggiere---.._- Interior painting, Pacific__ 722. 00 ag ER ae ae 
PC-2-313...| W. T. Coffey s idaiionsi! =“ painting, Atlan- 954. 00 SN & Steet 
PC-2-314_..| Servicio Brouwer-_..._-- Interior palatine, Pacific. . 870. 00 | SERS 
PO-2-316_..| Tropical Paint Co., =. Sealing pain 1, 553. 00 . Seer FS ea 
— *Balbos 
CG-2-33_..| Bildon, Ine --.........- Flood roeect — Gail- 73, 975. 00 | eae 
OG-2-44...| ©. A. High...........-- Completion G One 18, 170.00 ee 
Street, Balboa. 
CG-2-58...| L. R. Sommer --......-. Two traffic lights, Balboa 2, 088. 50 OF .- heweidiccite 
annex. 
CG-2-60...| Dillon & Hickman | Latin American High 104, 222, 00 a EE Si ae ee 
Construction Co. School, Paraiso. 
CG-2-41...| L.R. Sommer ----.-.- 8 system, Gaillard 6, 430. 00  -hiwecdsssiatn 
ighway, schedule A. 
CG-2-62...| Bildon, Inc ._...-....- 8 system, Gaillard 21, 715. 00 Oe Ee a 
ighway, schedule B. 
OG-2-63... “ 2. ggg Construc- | Box culvert, Paraiso... -_- 17, 774.00 Ge Cee 
ion Co. 
CG-2-4...| H. I. Homa Co __-...-- Acoustical treatment of 578. 00 | Re, SRP 
magistrate 5 
boa. 
Pens GR Ci Bi eck coos ef 8 2 aR BE ere _ 
tracts. 
! Dated Mar. 13, 1956. 
2 Westinghouse strike will delay? 
3 Not started. 


Colonel Arnoxp. Except for the interior painting, little jobs I men- 
tioned, they’re all rather sizable. 

Mr. Derrickson. These small interior ainting contracts—has it 
resulted in a layoff of employees on the Higilad maintenance crews? 

Colonel Arnoxp. Yes. 

Mr. Derrickson. During the past year ? 

Colonel Arnotp. During the past few years. If I may suggest, I 
wouldn’t put too much emphasis on these small interior painting jo 
because of not too much volume. 

Mr. Derrickson. I realize that. But the witness brought out the 
point that there were more and more of these kinds of small contracts 
of less than a hundred dollars which he felt could have been handled 
by maintenance crews, and the administrative costs of getting bids 
didn’t seem to him to warrant such small contracts. I just wanted to 
get the full picture with respect to the small contracts ik the amount 
to regular maintenance crews. 

Colonel Arnon. If I may so, within my memory I’ve never put 
my name to a contract of less than a hundred dollars. Now, there is 
a contract on this list there of about five hundred—— 

Mr. Derrickson. The specific instance was a shed built for work- 
ers. He said there was one contract to build a small shed, there was 
another contract just to t the roof, and cited a figure which I’m 
sure was less than $100 an I think less than $50. 
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Colonel Arnot. I suspect what he was quoting was that we had 
an existing painting contract, which included many items, one of which 
was painting the shed, maybe for a separately itemized amount. 

Mr. Derrickson. I think that explains that. He may have not had 
the full picture in relation to the whole contract. 

Colonel ArnoLp. Because—I will examine the record and ascertain 
the fact—but in my span, I have not put my name to less than a 
hundred dollars or even five-—— 

Mr. Exxiorr. How long you been the contracting officer of your 

Colonel Arnoip. Since June of 1954. 

Mr. Exxiorr (to Mr, Runnestrand). I believe you testified that 
Conair since 1951 the Panama Canal Company has been in the 

lack. 

Mr. RunNEsTRAND. Yes; that is correct. 

Mr. Exxiorr. How much money do you return to the Treasury above 
costs of operation for—well, last year ? 

Mr. RunnEstranD. I didn’t bring fiscal data with me. I’d be glad 
to supply it; we have it readily available. 

Mr. Extiorr. I was just interested to know what those figures might 
be 


Mr. Runnestranp. I might say, sir, that the net operating margin 
that our profit and loss statement will show at the end of the year 
doesn’t signify what we return tothe Treasury. As I say, we returned 
$10 million last year. That wasn’t because we made $10 million that 
year ; that’s the accumulation of cash which got in excess of our current 
and reasonable foreseeable requirements. We do return actual cash 
each year—not as profit, but in the form, as I said, of interest, which 
is really a return of investment—there’s no bonded indebtedness. And 
we do return cash to the Treasury each year to reimburse for what 
Congress has appropriated to the Canal Zone Government. And we 
do return cash to the Treasury each year to reimburse the ‘Treasury 
for the payments to Panama annually under the treaty. That comes 
out of our revenue. So we do return cash, but that’s not quite the 
same figure as the net operating margin or net income our statements 
will show for the year. 

Mr. Exxiorr. But it is operating in the black? 

Mr. RuNNEsTRAND. Yes, sir. 

Mr. Exxiorr. Now, Colonel Arnold, you said that you were repair- 
ing a road here and that the contractors estimated $185,000 and your 
estimate was $130,000 and that you ie Rages the bids and built the 
road. Does it look like you’re going to be able to build it within your 
estimate of $130,000 ? 

Colonel Arnotp. Looks very favorable. I might, Mr. Chairman, 
explain that this is going to be asphalt-surface road and the Panama 
Canal Company owns the only hot-mix asphalt plant on the isthmus, 
and there’s also only one other asphalt spreader on the isthmus. So 
whoever would do it would have to buy the asphalt and spread it 
themselves. 

9 Exxiorr. Are there other questions ? 

(No 


; . Thank you very much, Mr. Runnestrand and Colonel 
Arnold. The information that you have given the committee will be 
very helpful, I’m sure. 
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(The following statement of Construction and Maintenance Work, 
presented by Colonel Arnold during the hearings held on the mornin 
of March 17, 1956, is inserted as directed by the chairman at that time.) 

(The statement referred to is as follows :) 


Construction and maintenance work 





Hired labor work Contract work Total 





Amount Percent Amount Percent Amount Percent 





$7, 842, 828 . $4, 347, 000 .7 | $12, 189, 828 

582) 605 ; 10, 274, 000 9 
5, 016, 000 2 
6, 128, 302 2 
2, 152, 408 0 























Data covers electrical ‘‘work’”’ branch, maintenance “‘work’’ branch, and contract work including esti- 
mate of Government-furnished materials on contracts. 


Mr. Exxiorr. Our next witness is Col..C. O. Frake, Assistant Chief 
of Staff, J-4, Caribbean Command. And then our next witness fol- 
lowing Colonel Frake will be Mr. Gillogly. 


STATEMENT OF COL. CHESTER 0. FRAKE, ASSISTANT CHIEF OF 
STAFF, J-4 (LOGISTICS), HEADQUARTERS, CARIBBEAN COMMAND, 
QUARRY HEIGHTS, CANAL ZONE 


Colonel Fraxe. I am Col. Chester O. Frake, Assistant Chief of 
Staff, J-4, Logistics, Headquarters Caribbean Command, Quarry 


Heights, Canal Zone. Lieutenant General Harrison, the Commander 
in Chief, Caribbean, is in Washington today appearing before another 
committee of the Congress. He has asked me to represent him in 
your present hearings. 

I have a brief prepared statement which I would like to read at 
this time if the committee is agreeable. 

The statements and data in Mr. Runnestrand’s prepared statement 
regarding civilian employees in the Canal Zone, and particularly that 
portion pertaining to the employees of contractors, covered the mili- 
tary services as well as the Panama Canal Company-Canal Zone Gov- 
ernment, and we are in agreement on those statements. Since the 
contractors who perform the work for the Company-Government are 
in most cases the same contractors utilized by the military services 
at one time or another, the conditions related by Mr. Runnestrand 
also apply to the military services, with possibly minor variations in 
individual cases. 

By way of clarification, I should like to outline for the committee 
the position of the headquarters of the Caribbean Command in rela- 
tion to the headquarters of the Army, rea and Air Force com- 
ponent services in the Canal Zone—specifically in regard to logistics 
matters such as contracting activities. The Caribbean Command is 
a unified command established by the Joint Chiefs of Staff, with a 
joint staff consisting of Army, Navy, and Air Force officers. Its logis- 
tics mission is to coordinate the logistics activities of the three com- 
ponent services in order to effectively carry out the overall operational 
mission of the command, with particular emphasis on the elimination 
of duplication and the promotion of overall efficiency through cross- 
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servicing activities. The actual logistics operations are carried out 
by the three component services in accordance with the policies and 
directives of their parent military departments, Washington level. 
Consequently this headquarters does not participate directly in con- 
tracting activities of the three services, but enters into those activities 
only when coordination of the activities is necessary. This head- 
quarters is not entirely familiar with the operating details of these 
contracting services. In order to provide the committee with such 
detailed information as it desires, I have at the present hearing repre- 
sentatives of the three component military services, who are prepared 
to answer questions. on the details of their contracting activities. 

This completes my statement. I shall be glad to answer such ques- 
tions as I am able, or call upon the appropriate representative of the 
component service for the information. 

r. Exxiorr. I note, Colonel Frake, that you say that the state- 
ments and data furnished the committee in Mr. Runnestrand’s pre- 
pared statement regarding civilian employees in the Canal Zone coy- 
ered the military services as well as the Panama Canal Company and 
you are in general agreement with the information that he furnished. 

Colonel ey That is right. The data which he gave you—the 
figures as to number of people and all in the Canal Zone—the mili- 
tary portions of that they secured from the military services and 
made a combined figure. So that is—— 

Mr. Ex.iort. at type of contracts utilizing civilian personnel 
does the Army customarily enter into in this area ? 

Colonel Fraxe. In general—and I’m speaking of Army, Navy, Air 
Force, not just the Army—I happen to be Army—but the three serv- 
ices follow the same general pattern. We maintain as permanent labor 
forces only a relatively small force to be kept continuously busy on 
maintenance work—no major construction; no new construction. 
Now, this crew only does work on a magnitude that will keep the crews 
busy day in and day out. So when we get a major maintenance job, 
it requires us to augment the crew for that particular job; we contract 
it. The same thing applies to construction. 

Now, I have an example, I think, that might explain that very well, 
in my own quarters. It so happens that a year or so ago, the quarters 
of Quarry Heights were due for painting on the outside—45 or 40 
buildings. Now, the Army who runs that particular Army post con- 
tracted that to a Panamanian corporation, because their painting force 
wasn’t large enough to do a big painting job. Now, recently my house 
needed painting inside—a touchup; been used for 3 or 4 years and 
due for a touchup ; few rooms had to be painted, on that particular job. 
The regular maintenance crew do that—had enough time—goes from 
one job to another. As quarters are vacated, do it that way and keep 
them busy. But for the larger jobs, it has been a policy in the military 
almost continuously—as is done in the States, I believe—to contract 
the big jobs; and that includes new construction, of course. We have 
continued that policy for some time—keep a minimum permanent 
crew only for maintenance work. 

Mr. Ex.xsort. Is it easy to contract with the local people for such 
— - painting and, we will say, electrical wiring and that sort of 
work? 

Colonel Fraxe. I know of no instance where it has been particularly 
difficult. In fact, the Panamanian contractor who painted the outside 
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of my house—the fourth time he painted that house in 10 or 12 years; 
been doing that job regularly. 

Mr. Coon. I’d just like to ask how many do you have on your regular 
maintenance crew ? 

Colonel Fraxx. I don’t have that information right here, Mr. Con- 
gressman. I could get it for you and deliver it later. 

Mr. Coon. You just keep enough so that you’re sure you're going to 
have steady work available? 

Colonel Fraxe. Yes; normal maintenance. 

Mr. Fsare. Do you have any idea of what the contractor paid his 
employees to do this job you mentioned ¢ 

Colonel Fraxe. Not that particular one, Mr. Congressman; but I 
do have figures on what their minimum pay was over several contracts, 
and I have a list here of 4, 6, 8, 9 companies—— 

Mr. Fsare. These are Panamanian ? 

Colonel Fraxe. Panamanian. 

Mr. Fsare. Panamanian labor? 

Colonel Fraxe. They use practically all Panamanian labor. Where 
the contractor painted the outside of the buildings, all Panamanian 
labor, and the maintenance crew were all local-rate employees too— 
painters and all. The only United States-rate man on that job was 
the supervisor, and he didn’t stay there all the time—all local rate. 

The minimum pay that this particular group of contractors pays 
varies from 30 to 40 cents an hour. That minimum rate that is paid 
naturally would depend somewhat on the t of work. 

Mr. Fsare. Are those employees dieiatied by a union—represented 
by a union ? 

Colonel Fraxe. I don’t know that. We don’t know how many that 
moet belong to unions—of the contractors’ employees we’re talking 
about. 

Mr. Derrickson. Colonel, I understand—as you just said a moment 
ago, you didn’t have the figures as to how many employees you have 
on your normal maintenance crews. I wonder if you could give 
the committee just a rough estimate. Is it 10, or is it 50? 

Colonel Fraxe. Approximately 2,000. 

Mr. Derrickson. Thank you. 

Colonel Fraxe. That’s a very broad figure. 

Mr. Derrickson. We understand that, but we had no idea whether it 
might be 50, 1,000, or—that gives us a general idea. 

olonel Fraxer. That includes all sorts of maintenance, of course. 
Mr. Exxrorr. Thank you very much, Colonel. 
Next we will hear from Mr. W. A. Gillogly. 


STATEMENT OF W. A. GILLOGLY, VICE PRESIDENT, ISTHMIAN 
CONSTRUCTORS, INC., BALBOA, CANAL ZONE 


Mr. Extiorr. You have a prepared statement, Mr. Gillogly ? 

Mr. Gitioety. No, sir. 

Mr. Exxiorr. You may proceed, then, to give us the information 
you have, in the manner that you desire to give it. 

Mr. Gitoeiy. What information should we start with? What is 
it you would like to have ? 
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Mr. Ex.iorr. Mr. Gillogly, I’ll ask you some identifying questions. 
I notice you’re the vice president of the Isthmian Constructors, Inc., 
Balboa, Canal Zone. I gather that’s a private company. 

Mr. Gutioeiy. That’s incorporated. 

Mr. Exxiorr. And it’s located—or its situs, it’s home office—in the 
Canal Zone itself ? 

Mr. GitLostx. That’s right. 

Mr. Ex.xrorr. How long have you been in the business of —— 

Mr. Gituoexy. I have been identified with this since 1950. 

Mr. Exxzorr. And does that company perform contracts with the 
Panama Canal Company ? 

Mr. GiLoezy. It does. 

Mr. Exxiorr. It and perhaps other agencies here in the Panama 
Canal Zone? 

Mr. GiLociy. That’s right. 

Mr. Exxiorr. Do you do contract work outside the Panama Canal 
Zone—for private persons or private concerns? 

Mr. Gitxociy. No, sir. 

Mr. Ex.iorr. Is your business altogether Government contracting? 

Mr. GILLoc.y. t’s right, except there may be a charitable or- 
ganization on the zone that needs a little help—a roof put on or 
oy ig such as the Girl Scouts Building, Veterans—VFW. Even 
the St. Mary’s Church up here, a Catholic organization, needed a new 
roof on; they weren’t able to get anybody to put it on; they did that for 
them—a litéle job, maybe $15,000, Outside of that, all of our work 
is through the Government agencies. 


Mr. Ex.zorr. What was the amount of your work, roughly, last 
year—in other words, the value? 

Mr. Gitioety. The year ending—of 1955—was probably $700,000. 

Mr. Extzorr. $700,000. And how many employees, as an average, 
did you work last om 


. Guroety. Well, I would think we worked an average of about 


140. 

Mr. Ex.iorr. 140, And were those employees primarily citizens of 
the United States or of the Panama Canal Zone, or were they Pana- 
manians in the main ? 

Mr. Grtocty. For the past 4 years, we only have 1 American on 
ous perzall ; the rest are all Panamanians. 

r. Exxiorr. Panamanians. And they will average about 140. 
yan _ the wage scales paid to these 140 Panamanians that work 
or you 
. GruLocix. From 40 cents to $1.50 an hour. We have one Pana- 
manian that Iam n paying $115 a week. 

Mr. Ex..iort. t is his job? 

Mr. Guttoaty. Well, he is an assistant superintendent—foreman. 

Mr, Exziorr. Could you give the committee some idea about the 
classifications of work that are performed, and the amount paid, be- 

inning with the 40 cents and going on up the scale? 

Mr. Gattery. Well, our 40-cents men are common laborers, such as 
hand excavations, cleaning up, and of the lower classifications, We 
only have at the present time—we have 120 men on the payroll at the 
close of this week’s payroll. Of that 120 men, 25 of those men receive 
less than 50- cents an hott. Of those 25, they run from 40, 45 cents. 
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The rest—the truckdrivers—get—depends upon the type of a driver 
they are—he’ll get from 50 to 60 to 70 cents an hour. Our carp*nters, 
our masons, draw from 75 cents to $1.10 an hour. 

Mr. Ex.iorr. Maybe you would not care to answer this question; 
and if so, that will be perfectly all right. Do you think the wage-hour 
law as it applies to the United States of America should apply to con- 
tracts performed by private contractors in the Panama Canal Zone? 
‘ Mr. Giixoaty. I do not believe that law should apply to the Canal 

one. 

Mr. Ex.iorr. Why ? 

Mr. GILLoety. Well, we are recruiting our labor from the Republic 
of Panama, It has been our experience in past years in going into 
foreign countries to do contract work, that those governments didn’t 
want the economy of their country upset. I’m not speaking for 
Panama now, but I will cite you one country—maybe 1945, 1946, we 
built an airport and—Honduras; that was a Government—United 
States Government—contract. However, the government wanted to 
hold us to25centsan hour. Well, it’s hard to do that. They were pay- 
ing their men $laday. We finally got permission to go up to 40 cents 
an hour, for 25 men. And the reason that they did not want us to pay 
over their scale that when the contract was completed and we went 
out of there, they would have had a condition in their country to con- 
tend with, see, they didn’t want to experience. So we had the permis- 
sion to work 25 men at that. 

Now, I don’t say that condition exists in Panama, but Panama does 
not have a minimum law. They have a labor law, which applies in 
Panama. We believe that if there is a minimum-wage law that should 
apply to the Canal Zone, it should not be one that would throw condi- 
tions out of balance. It would necessarily mean that there would be 
many men not enjoying a job today that have one. We would perhaps 
select our men a little bit more and the lower classification would prob- 
ably not have as much work. We would probably put labor-saving 
machinery on it. We would probably keep our key men at a higher 
figure a little busier and not try to ome a payroll over those laborers 
that have been with us for a number of years, to try to get them a 
little something to liveon. And I think—it’s my opinion—that a mini- 
mum-wage law in the zone should be sort of tied in with one across the 
line—into the Republic of Panama. 

Mr. Extrorr. Do you do any negotiations now with the Labor Com- 
missioner—or whatever his title—in the Republic of Panama? 

Mr. Gitxoery. We hire all our men at the job site and clear them 
through the Central Labor Office of the Panama Canal. When they 
clear them, that means they’ve cleared them for security reasons and 
other reasons. And when we clear them through there, we state on 
that application that the men take down there their rate of pay that 
they’re going to get. The Central Labor Office down here has a record 
of every man that we have hired. We are not permitted, under the 
terms of a Government contract, to hire outside unless we clear through 
the Central Labor Office. All of that information is available down 
here at the Central Labor Office. . 

Mr. Exxiorr. The Central Labor Office performs the function pri- 
marily of clearing these people for security purposes ? 
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_ Mr. Gitroery. That’s right. There may be times a man will come 
in and want a job and maybe can’t qualify for certain reasons, and we 
are so advised. 

Mr. Ex.iorr. What about the productivity, we will call it, of the 
native labor as compared to labor in similar crafts and skills in the 
United States ? 

_Mr, Giuocty. Well, of course, in the United States, every area has 
high volume of business and they have men that are skilled in their 
work and they have the tools and they have had the years of experience, 
not only of their own age but of the years before in their community, 
wherein their production is, well, much greater. This is a new coun- 
try; this is a country, well, say 40, 50 years old—50 years old. Well, 
it takes time, has not been enough building done, outside of the build- 
ing that the Government agencies have done here, to keep all of those 
men busy to build them up toa skillful trade. We can’t get the produc- 
tivity out.of the man. here that you do in the States in the same classi- 
fication. You can’t get near that. We have some good workmen here, 
but they are so very extra—— 

Mr. Exxiorr. Is the language any barrier ? 

Mr. Gitxoeiy. Well, not too much—not too much: I would:say 60 
percent of our payroll is Spanish-speaking people, and they’re nice 
men to get along with. They’re all right—good-working, loyal, and 
true—as I view it. In our experience, the best men that they furnish 
from over there would be cement finishers. Actually, the Spanish 
people have excelled in that class of work—don’t have any timber im 
their country, Other than that, mediocre. 

Mr. Exxiorr. Mr. Coon. 

Mr. Coon. I believe you said that you had done about $700,000 gross 
business last year. How many different contracts would that 
represent ? 

r. Grtociy. Well, we did contracts perhaps from $3,500 to, say, 
$50,000 to $60,000. We have one that started last year with the Army 
for $280,000; it’s probably 40 percent completed. We have other con- 
tracts to the Government agencies of maybe $25,00, $15,000. We have 
one at present with the Panama Canal for $112,000. That’s about the 
only one we have with the Panama Canal Company at present. The 
rest is the Army and the Navy—United States. 

Mr. Coon. Is the $3,500 amount the smallest contract you recall 
entering into? 

Mr. Gruiocty.. I don’t remember. I'd have to check the record. 

Mr. Coon. You believe that’s about the—— 

Mr. Gutxoety. That’s about the smallest. 

Mr. Coon. Do you have any trouble hiring employees for your work? 

Mr. Griiocitxy. No; when you open a job, there are a lot of men there 
wanting to work. Of course, we try to keep our old men busy. It’s 
only if ‘we should get a large job where we need additional men, and 
those men had worked for us on other contracts or other Government 

ncies, we might then have to recruit some additional men and clear 
chet through the labor bureau. But we don’t have much of a turnover 
of men. 

Mr. Coon. I believe you said that if this minimum law goes in effect 
in the Panama Canal Zone, that it would tend to make less employ- 
ment, you would just creme have to lay off some people and go into 
more labor-saving devices and—— 
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Mr. Gitxoaiy. That’s right. ; 

Mr. Coon. That wouldn’t be very helpful to the Panamanians sur- 
rounding the canal here, would it ? : 

Mr. Git.octy. Well, we don’t believe so, But that’s a question—— 

Mr. Coon. Any law that creates less employment, why, certainly 
has some pretty bad disadvantages all right. 

Mr, Fsarz. Do you at any time have to negotiate with a labor union? 

Mr. Gitxosty. I have never had a labor union call on me. 

Mr. Fsare. Do your employees, do you know, belong to a labor 
union ? 

Mr. Gitioaiy. I can’t answer that, sir; I have no knowledge. 

Mr. Fsare. If the Canal Zone were to be made subject to the Fair 
Labor Standards Act, in your judgment what would be the attitude 
of the Government of the Republic of Panama? 

Mr. Guttoety. That I couldn’t tell you. 

Mr. Exxiorr. Are your men covered by the social security law ? 

Mr. Gi.oaiy. No, sir. 

Mr. Exxtorr. By workmen’s compensation ? 

Mr, Guuoety. Yes, sir. 

' Mr. Exxiorr. And who administers the workmen’s compensation 
aw? 

Mr. Grtiociy. Well, when we are awarded a contract, we must sub- 
mit, along with our bonds and signed contract, a certificate from the 
insurance company who covers our workmen’s compensation. And we 
report our accidents, if any—which we are very proud of not havi 
many—we report that under the terms of our contract to the aency o 
the Panama —amedical services rendered—to our insurance com- 
pany who carries that policy. And we have had no difficulty in these 
charges for compensation. 

Mr. Ex.iorr. Are your men covered by any system of unemploy- 
ment compensation ? 

Mr. Giutocty. No, sir. 

Mr. Exuiorr. Mr. Derrickson. 

Mr. Derrickson. Mr. Gillogly, of the approximately 120 men I be- 
lieve you said you had on the payroll as at last week or last month, 
—yenion us how many of those 120 employees receive less than $1 
an hour 

Mr. Guxoaty. I didn’t bring the data with me. 

Mr. Derrickson. Can you estimate it roughlyt 

oe Gutoaty. I’d say 65 percent. probably received less than $1 
an hour. 

Mr. Derrickson. In your contract with Government agencies, do 
you have ad rovisions that would protect you, as the contractor, 
from any liability that might incur to you as a result of paying less 
than the minimum-wage rate as set by the law which does apply to 
the Canal Zone? 

Mr. Giuttocty. That’s a question that I’d have to have some assist- 
ance on before I could answer—legal counsel. I don’t know—there’s 
an escalator clause in the contract—so if there was a minimum-w 
law established of such an amount, it’s quite possible that we’d get 
panties don’t know—have to study the contract a little bit more on 
that. ; 

Mr. Derrickson. You're not aware of any provision that fully. pro- 
tects you from any liability ? 
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Mr. Gittoc.ty. I’m not aware of that at the moment. 

Mr. Extaorr. Thank you very much, Mr. Gillogly, for the informa- 
tion you have brough to the subcommittee. 

Our next witness is Mr. H. I. Homa. 


STATEMENT OF H. I. HOMA, PARTNER, H. I. HOMA CO., BALBOA, C. Z. 


Mr. Extiorr. Mr. Homa, do you have a written statement, sir? 

Mr. Homa. No, I do not. 

Mr. Exuiorr, You ma proceed—but first let me ask you a quali- 
fying question or two. I notice on our witness list that you are listed 


a , partner in the H, 1. Homa Co., with headquarters in Balboa, 


Mr. Homa. That’s correct. 
é Mr, Exuiotr. What type of contracts does your partnership per- 
orm ¢ 

Mr. Homa. We are more or less. specialists in the use of tile work 
and acoustical] tile and allied matters. 

Mr. Extiorr. Tile work. Does your company or partnership per- 
form Government contracts altogether ? 

Mr. Homa. Practically. The only private type of contract we would 
have would be from an internal organization within the Canal Zone, 
or churches—building of that type. 

Mr. Exxiorr. In other words, as a practical matter, nearly all of 
your contracts are with Government agencies ? 

Mr. Homa. That’s correct, sir. 

Mr. Exsiorr. About how many people are employed, as an average, 
throughout the year, performing the contracts you have with 
the—— 

Mr. Homa. It varies considerably with the work that we have, but 
we generally have up to as many as a hundred. 

Mr. Extiorr. You will have up to as many as a hundred working. 
And how many dollars’ worth of work did you perform last year? 

Mr. Homa. Around $450,000. 

Mr. Extrorr. What percentage of these hundred employees you have, 
earned less than $1 an hour? 

Mr. Homa. I’d say 85 percent earned less than $1 an hour, and the 
other 15 percent would have slightly over that. 

Mr. Exxiorr. What is the lowest wage scale that you pay ! 

Mr. Homa. 40 cents an hour. 

Mr. Ex1itorr. And are most of your hundred employees Panaman- 
nage le? They’re not citizens of the United States? 

r. Homa. No. 

Mr. Exsiorr, Are you aware, Mr. Homa, that the wage-hour laws 
as bmn 9 written may cover the contracts that you perform for the 
Federal Government—or for the Canal Company ‘ 

Mr, Homa. We understand that the law, as it stands at present, 
would probably affect us down here, and we are very much concerned 
about it. We feel that the minimum-wage laws as applying to our 
laborers would more or less upset the economy of the entire section. 
That’s our present feeling about the matter. 

. Exxtorr, What calculations do you make in present contracts 
to avoid liability under the wage-hour law, if any ? 
73588—56—pt. 2——8 
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Mr. Homa. We haven’t made any so far as—— 

Mr. Exniorr. None have been made. 

Mr. Coon. Do you think the Panama Canal Zone should be excluded 
from the minimum-wage law ? 

Mr. Homa. I do. 

Mr. Coon. You’ve already given a reason as to why; because it 
would Bpest the economy of the area here. 

Mr. Homa. We find that the men that we employ, if we happen 
to lay them off, or they seek work in the Republic of Panama—they’ve 
told us so—that their average wage scale is about 20 to 30 percent 
lower than what we had paid them. We have some very good me- 
chanics we pay as high as $1.20 an hour, and they are constantly after 
us not to af em ofi—because controlled by the amount of work that’s 
available—but they gave it to us that the wages they can get doing 
the same class of work: 85 cents. 

Mr. Coon. So you are actually cigerpwew. | considerably —— 

Mr. Homa. Yes; and get the cream of the labor that way, because 
we have a constant flow of men coming to seek employment from us 
from time to time. 

Mr. Coon. Thank you. 

Mr. F sare. If you were made subject to the Fair Labor Standards 
Act and thus forced to pay $1 an hour, what would you do?’ Would 
you quit contracting in Panama? 

Mr. Homa. We feel that we might be able to stick it out for about 
another year ; be practically forced out of business. 

Mr. F sane. y? 

Mr. Homa. As we understand it, that $1 an hour wouldn’t apply 
to the—would it apply to the Panama Canal Company in payment to 
their laborers? 

Mr. Fsanre. This is the p of the committee being down here, 
to find out what type of legislation we’re going to need to correct any 
unbalance. 

Mr. Homa. If the Panama Canal contractors and anybody else 
would all have to comply with that, we would be able to meet those 
conditions; but the amount of money that they would have to pay 
for their work would be increased by a considerable amount of money. 

Mr. Fsanre. I fail to remember the amount of work you did last 


ear. 
. Mr. Homa. $450,000. ’ 

Mr. Fsanre. If you were, under the terms of the law, required to pay 
a minimum wage of $1, how much would that figure be increased— 
do you have any idea ? : 

r. Homa. I should say that it would be increased by one-third— 

3314-percent increase. 

Mr. Fare. Of that $450,000 which you contracted last yer what 
percentage of it was Government contracts, in your opinion 

Mr. Homa. 100 percent. ; Rs 

Mr. Fsare. In other words, the Federal Government would be re- 
quired to put up more money to maintain the Canal Zone? : 

Mr. Homa. That’s right. 

Mr. Fsare. By 3314 percent in your case.. Would you say that that 
would apply throughout the contractors? ; 

Mr. Homa. No; I consider it by. type.of contract. Some contracts 
need more labor. 
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Mr. Fsare. But it would result in a rather substantial increase in 
the cost of maintenance ? 

Mr. Hanis I’m satisfied that. the minimum would be 25 percent 
over all. 

Mr. Fsare. In other words, our defense dollar in the Canal Zone 
would be increased, in your estimation, about 25 percent ? 

Mr. Homa. That’s my opinion. 

Mr. Fsare. You mentioned that one of your reasons for opposing 
the application of the Fair Labor Standards Act in Panama is that 
it would be an adverse effect on the economy of Panama—is that what 
you meant tosay ? 

Mr. Homa. Yes, sir. 

Mr. Fsarez. That, to me, of course, is a very, very important factor ; 
and I hope some time, Carl, we can have someone clear it up, at least 
to my satisfaction, as to how the Government of the Republic of 
Panama feels about it. It is obvious to me that it would have an ad- 
verse impact on the economy if it became possible to earn a dollar on 
the Canal Zone and less than 40 cents across the line. It’s apt to create 
a lot of unrest and discussion. I think it’s a very important factor. 

Mr. Exxiorr. Mr, Homa, now we have Mr. Gillogly, who just testi- 
fied, and yourself, and the next witness is Mr. C. D. Tillman, who rep- 
resents the contractors who do Government contract work here on the 


Canal Zone. What percentage of the contract work do you three con- 
tractors do? 


Mr. Homa. I have no idea. 

Mr. Exxrorr. Approximately how many contractors are there who 
perform Government contracts for the Canal Zone here? 

Mr. Homa. Approximately about 6 to 7 contractors who more or 
less specialize in the figuring of the Government work and striving to 
get Government contracts. 

Mr. Exuiorr. Are all those 6 or 7 contractors American citizens, or 
are any of them Panamanian contractors ? 

Mr. Homa. There are about two Panamanian contractors. The rest 
of them—of the seven—are United States contractors. 

Mr. Exxiorr. Thank you very much, Mr. Homa, for the information 
you have brought to the committee ; it will be very helpful. 


Our next witness is Mr. ©. D. Tillman, president, Bildon, Inc., 
Curundu, Canal Zone. 


STATEMENT OF C. D. TILLMAN, PRESIDENT, BILDON, INC., 
CURUNDU, CANAL ZONE 


Mr. Exttorr. Do you have a prepared statement, Mr. Tillman? 

Mr, Tuiman. No,sir. 

Mr. Exiorr. Let, me ask you a question or two, then, as we proceed. 

What type of business does Bildon, Inc., do 

Mr. Trttman. General contracting in the Canal Zone. 

Mr. Extiorr. Primarily Government contracts ? 

Mr. Truman. Government contracts, sir. 

Mr. Exurorr. ‘What was the volume of contracts performed by you 
last year ¢ ; 

r. Truman. I’d say somewhere between $800,000 and $1 million. 
Mr. Exzsorr. And how many employees? 
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Mr. Trrrman. Well, they vary considerably, but at present we have 
approximately 200 to 250. 

Mr. Exuiorr. And are those 200 to 250 people Panamanians ? 

Mr. Trxtman. Id say out of that there’s probably half a dozen not 
Panamanians; the rest are. 

Mr. Ex.iorr. What wages are you paying, Mr. Tillman? 

Mr. Trttman. From 35 cents an hour to $150 a week. 

Mr. Extiorr. Is your workweek 40 hours? 

Mr. Trxtman. Our workweek is 48 hours. 

Mr. Exx.rorr. What classification of work is paid 35 cents an hour? 

Mr. Tittman. The common laborer—in cutting grass, digging 
ditches—mostly any kind of just plain, common labor. 

Mr. Exxrorr. Assuming that you’re now covered by the wage-hour 
laws of the United States, have you made any effort or taken any 
steps to hedge against the liability that may be inherent in the con- 
tracts you are now performing? 

Mr. Trrirman. No; we haven’t. We bid all our contracts in good 
faith that the wage scale would stay more or less the way it is. We 
made no provisions for it at all. 

Mr. Exxiorr. How long have you been in the contracting business, 
sir? 

Mr. Truman. I have been in general contracting down here for 
approximately 15 years; but in Bildon, Inc., I have been 3 years. 

Mr. Ex.iorr. How many Panamanian contractors do you know of 
who come out here and bid against you and the other contractors on 
these contracts ? 

Mr. Trrtman. Well, Panamanian contractors in Panama that come 
in—they carry—I’d say there’s roughly 4 or 5 that come in over a 
period of a year. Sometimes in 1 contract, get 2 or 3, sometimes 1, 
and other times not any. 

Mr. Exxirorr. Is there substantial competitive bidding here for the 
contracts that you perform / 

Mr. Truman. Yes, sir; I think so. 

Mr. Exxiorr. Give me an example of one contract you are now per- 
forming here for the Canal Company. 

Mr. Trritman. Well, at present we’re performing a contract on the 
44,000-kilowatt transmission lines. e’re just beginning. It’s a 
$370,000 job. 

Mr. Ex.sorr. How many contractors bid on that job ? 

Mr. Truman. As far as I can recall, I would say approximately 
seven. 

Mr. Ex.iorr. And you got the contract, and you’re now perform- 
ing here. How many people work on that contract ? 

Mr. Tuauman. Well, presently we are clearing the brush for the line 
and getting ready for foundations for towers, and offhand I’d say 
there’s between 30 and 40 men that’s active on the job. 

Mr. Exxiorr. Do your men on this job or any other job now under- 
way belong to one of the local unions? 

Mr. Tutman. Not that I know of. They might belong to some of 
the local unions; we don’t know about it. 

Mr. Coon. In your opinion, would this minimum-wage law, if ap- 
plied here, be helpful, or would you op it? 

Mr. Tititman. I would oppose it. I think it would hurt the labor 
class of Panama considerably. At present, we have on this particular 
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44,000 kilowatt job that I just mentioned—we have 30 or 40 men that 
have drawn 35, 40 cents and up to 60 cents an hour. Now, if a higher 
wage scale comes in, of $1 an hour, I would have no choice but to drop 
the entire lot with the exception of probably 2 or 3 and go rent equip- 
ment which we would have to have—tractors, bulldozers—whichever 
required—but we would immediately have to cut the labor and go to 
equipment. And we have been doing—for the past 8 months we have 
been loading sand and gravel and rock by hand, rather than to put in 
a crane, just to keep 15 local-rate employees busy. Otherwise, we'd 
just have to lay them off and bring in machinery. But we try to keep 
all the-——— 

Mr. Coon. So on these 2 items you just mentioned, once you lay off 
20 and in the other case maybe 25 men, you have to buy high-priced 
equipment ¢ 

Mr. Titman. Wouldn’t have to buy the equipment; could go rent 
the equipment. 

Mr. Coon. But you would replace the men with 

Mr. Tirruman. We'd have no choice. Where we’re loading the rock 
and sand, we have approximately 12 to 14 men, at 35 and 40 cents an 
hour. We would go out and rent a crane for $7 and $8 an hour, and 
there’s other equipment available that would do the job probably even 
cheaper than that. So the moment the wages go up, then we’d have to 
resort to that equipment. 

Mr. Coon. Do you have a pretty good type of worker! Are they 
productive workers ? 

Mr. TittMan. We teach a lot of our workers. We take the people 
that do not know anything about even pick-and-shovel work, and we 
take them out there and we will teach them how to use it. And as they 
improve, as they show a little initiative, want to go ahead, we figure it 
out so they go ahead. 

Mr. Coon. Do you have pretty good relations with your employees? 

Mr. Tniman. Very good, sir. 

Mr. Coon. Plenty of available men ? 

Mr. Tiruman. Yes. 

Mr. Coon. Thank you. 

Mr. Fsare. We have had a witness appear before our subcommittee 
while in Washington, from Panama, telling us that he represents va- 
rious labor organizations in the Republic of Panama and the Canal 
zone. He prevailed upon the committee to convince us that if we were 
to enact or to bring the Fair Labor Standards Act into focus in the 
Panama Canal Zone, he and many like him would lose their jobs. 
Could you explain his reasoning ? 

Mr. Tiruman. No, I’m afraid not; ’m not familiar—— 

Mr. Fsare. I can’t either. Trying to find someone who can. 

Mr. Exxiorr. I believe you stated that none of your employees be- 
long to a union—is that—— 

Mr. Trruman. As far as I know. 

Mr. Exxiorr. Well, you haven’t been called upon to bargain col- 
lectively with any specific union group in the performance of your 
contracts ? 

Mr. Truman. No, sir. 

Mr. Exxiorr. What is the volume of your Government contracts 
for—you gave us a volume for last year; what was the volume for 
the years past—well, say, for 1954 calendar year? 
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Mr. Trttman. Well, we started out in 19— just beginning 1954—and 
we started out from—first contract was a $70,000 contract we had with 
the Air Force; and during that year—that was about the most we 
could handle at that time—and during that year, we picked up a few 
small contracts; and this year has been our biggest year. We have been 
taking on more contracts as we grow larger. 

Mr. Exxiorr. Mr. Tillman, last week in Washington, we had testi- 
mony by a gentleman representing the labor unions down here, to the 
effect that there was a substantial membership in the labor unions 
among the people who perform Government contracts. And I’ve 
asked the three contractors who have appeared here, and each of them 
have made the statement that if their employees belong to labor unions, 
that they had no knowledge of it. May it be that there are other types 
of work other than that performed by you three gentlemen that are 
organized and the type of nigek done by you is not organized? 

Mr. Trrtman. I understand there’s a union, a plumbing union, down 
here. That’s the only one I know of. 

Mr. Ex.sorr. You haven’t had any occasion at any time to be called 
upon to bargain collectively with that union ? 

Mr. Trriman. Yes, sir. 

Mr. Exzsorr. Generally speaking, is there any collective bargaining 
between the contractors and the people who work under the contracts 
here on the Panama Canal Zone? 

Mr. Trrtrman. That I couldn’t answer; I don’t know if there is or 
not. We haven’t had anything to do with it if there has been. We 
haven’t been called in any way with any labor unions. 

Mr. Exxiorr. Thank you very much. 

Mr. Coon. The wages you pay—how do the i with the 
wages in the Republic of Panama? Would you know about that? 

Mr. Tiriman. Well, I’ve been down here for quite some time, and 
I’d say the wages we pay are a little better than what they’re paying 
in the Republic of Panama. It’s not in all eases, but in quite a few 
cases. 2 some s ee 2 

Mr. Coon. One previous witness said he thought the wages they 
paid were 25 percent more. Would you say yours was about that 
much, or would you estimate that ? 

Mr. Truman. Well, the other contractor that stated that has a 
different line of work. He’s in the tile, which is a specific line; but it 
is in tile, and our is in general—almost anything but tile. We don’t 
do tile and we don’t do painting—not that we couldn’t; but we don’t 
because there are other contractors that we can get to subcontract 
painting for us and saves us additional headache. But I’d say ours 
isn’t that much different, from what'I know. I know that we pay—our 
mechanics are paid considerably more than they are pete in Panama. 
But in common labor—which I was thinking of at the time—I’d say 
wer’re slightly higher than in Panama. But in the mechanic line, I’d 
say we’re 25 percent more than what they pay—and in some cases, 
probably 50. 

Mr. Coon. Do you think you have any classes of work you pay less 
than the prevailing rate in the Republic of Panama? 

Mr. Tizriman. [ don’t think so. If we have, it’s because we don’t 
know it. 

Mr, Coon. In other words, you don’t intend to pay less? 
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Mr. Tuuman. No. We feel we are more or less following the Pan- 
ama scale on common labor. 

Mr. Exxiorr. Mr. Tillman, I would like to ask you to furnish, for 
the record, an estimate of the liability to you under contracts which 
you are now ne if you were required to pay a minimum of 
$1 an hour. I think that’s important in the scope of the inquiry that 
we are making here. 

Mr. Tiriman. I could get that for you; take me a couple days. 

Mr. Exxiorr. Well, suppose you do it and mail it, if you will, to 
our subcommittee in Washington. Mr. Hussey here will give you the 
address. And we would like to have that information. 

And if it could be furnished, we'd like to have the same from Mr. 
Gilogtt ana from Mr. Homa. 

Mr. Homa, can you furnish us an approximate amount of the in- 
creased liability under the contracts that you are now performing 
if you are required to pay a minimum of $1 an hour? 

Mr. Homa. Yes, sir. That will be prepared and sent to you. 

Mr. Exxiorr. And you, Mr. Gillogly——? 

Mr. Gitxoeiy. During what period ? 

Mr. Exxiorr. The contracts you are now performing. 

Mr. Gitiocty. Make retroactive from time contract was started 
or 

Mr. Exxiorr. Yes—the rate from the time you started. If prior to 
March 1, would be 75 cents an hour; and effective March 1, would be 
$1 an hour. Those are the minimum rates under the wage-hour law. 

Mr. Grtxocty. That is only on those we are now working on? 

Mr. Exxiorr. Yes, sir. That would be illustrative of the problem. 

I am told that. the statute of limitations under the wage-hour law 
is 2 years. Therefore, I would like to ask that you gentlemen furnish 
us, at your convenience—and we hope within 10 days—the amount of 
liability going back 2 years, under the contracts you performed for 
the Government, if you were required to pay the minimum wages of 
75 cents up to March 1, this year, and $1 since that time. Could you 
furnish the information, those figures, gentlemen ? 

( Affirmative answers. ) pet 

Mr. Exxiorr. I think it would be helpful if the committee had those 
figures, gentlemen. 

Thank you very much, Mr. Tillman, for the information you brought 
to the committee. 

(The information and figures referred to were subsequently fur- 
nished and are as follows :) 

H. I. Homa Co., 
Balboa, OC. Z., March 27, 1956. 


COMMITTEE ON EDUCATION AND LABOR, 
House of Representatives, Washington, D. C. 


Gentlemen: Complying with the request of your committee as to the amount that 
would have been paid from March 1, 1954, to February 29, 1956, based upon a 
75 cent an hour rate and a $1 an hour rate for the first 2 weeks in March 1956, 
our preliminary figure indicates that this amount would be in excess of $60,000. 

I feel that a minimum wage scale that would reflect the realistic conditions 
that prevail in this area should be around 40 cents an hour. If a minimum wage 
is established, regardless of what it might be, it should apply equally with all 
Government agencies as well as for the contractors. If this were not so, the 
various Government agencies would be placed in an advantageous competitive 
position against the contractors who through their competence and know-how 
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have saved the United States Government a great deal of money during the past 
years. 
I trust that these additional remarks will be of help to the committee in arriv- 
ing at a satisfactory answer to this peculiar problem. 
Respectfully submitted. 
H. I. Homa. 


Brwwon, IN¢., 
Curundu, C. Z., April 3, 1956. 


Mr. Frep G. Hussey, 
Chief Clerk, House Office Building, Washington, D. C. 
Dear Mr. Hussey: We are pleased to submit herewith certain labor cost data 
as requested by you on March 16 at the Administration Building, Balboa Heights, 
C. Z.: 


Total amount actually paid by Bildon, Inc., to employees earning less 
than $0.75 per hour for period Mar. 1, 1954, to Mar. 1, 1956 

Cost of the above labor at a rate of $0.75 per hour 

Estimated cost of labor at less than $1 per hour required to complete 
work on current contracts at present rates of pay, period Mar. 1, 
1956, to completion of contracts 

Estimated cost of similar labor to complete work on above current 
contracts at a rate of $1 per hour minimum 


We very much regret the delay in forwarding the above information. The 
unforeseen volume of work involved in extracting the necessary figures from our 
records rather considerably slowed our preparation of these statistics. We found 
it mecessary, in fact, to engage additional clerical help in expediting this project. 
In any event, we trust thet the data as presented will serve your purposes. 

Very truly yours, 
Brvpon, INc., 
C. A. AKIN. 


IsTHMIAN ConstTRUCTORS, INC., 


Balboa, C. Z., April 12, 1956. 
Mr. Frep G. Hussey, 


Chief Clerk, House Office Building, Washington, D. C. 


Deak Sir: At a committee meeting of your group held at Balboa Heights, 
C. Z., on March 18, 1956, you requested that we furnish you certain data 
covering the difference between wages paid and a 75 cent per hour wage for 
common labor for the 2-year period prior to March 1, 1956. 

We are enclosing original amd one copy of the requested data showing the 
amounts for the various contracts we performed for the different United States 
contracting agencies in the Canal Zone. 

Yours very truly, 
W. A. GILLoaty, Vice President. 


(The data referred to is as follows:) 
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Net amount due employees working on U. 8. Government contracts to raise wage 
level to 75 cents per hour from period Mar. 1, 1954, to Mar. 1, 1956 
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(Thereupon at 12 noon, the hearings were adjourned until 3:30 in 
the afternoon.) 


AFTERNOON SESSION 


(The subcommittee reconvened at 3: 30 p.m.) 

Mr. Exxiorr. The committee will be in order. 

Our first witness this afternoon is Mr. Harold W. Rerrie, chairman, 
Local 900 and 907, Government and Civic Employees Organizing 
Committee, AFL-CIO. 


STATEMENT OF HAROLD W. RERRIE, CHAIRMAN, LOCAL 900 AND 
907, GOVERNMENT AND CIVIL EMPLOYEES ORGANIZING COM- 
MITTEE, AFI-CIO; ACCOMPANIED BY WILLIAM H. SINCLAIR, 
REPRESENTATIVE OF SAME ORGANIZATION 


Mr. Extiorr. And I believe you have your testimony in writing, 
Mr. Rerrie. 


Mr. Rerrre. Yes, sir. 

Mr. Exxiorr. You may proceed, Mr. Rerrie. 

Mr. Rerete. Thank you. 

Mr. Chairman and members of the committee, my name is Harold 
W. Rerrie. I am appearing before this committee as spokesman for 
unions affiliated with the Government and Civic Employees Organiz- 
ing Committee, AFL and CIO, representing non-United States citi- 
ee employed by United States Government agencies in the Canal 

one. 

I am grateful and pleased for the opportunity of appearing before 
your honorable committee to advocate the application of the Federal 
minimum-wage law on the Canal Zone. 

There are numerous agencies on the Canal Zone other than the 
United States Government who, by the nature of their business in- 
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terests, find it necessary to employ people from the local area. They 
include contracting firms, shipping companies, banking, and numerous 
other private interests. It is the firm position of organized labor on 
the Canal Zone that is affiliated with the AFL and CIO that all em- 
ployers under the jurisdiction of the United States Federal laws 
should conform to the standard of the Federal minimum-wage law. 

While some of the business interests operating on the Canal Zone do 
observe acceptable standards of compensation, it is not so in many 
cases. Because of this inconformity to a fixed standard in wages and 
other enlightened employment practices, it is understandable that 
they can accomplish a given project at lower cost than the Government 
agency could. 

This is signally true in the case of construction and maintenance 
work of the Panama Canal Company(Government) which has been 
preponderantly awarded to contracting firms in recent years; and from 
present indications, there is an increasing trend toward this practice, 
with the objective of effecting economy. We hold that if, in fact, econ- 
omy does result from this practice, it 1s realized almost entirely at the 
expense of the worker. 

The Panama Canal Company has been and is equipped to perform 
its construction and maintenance work as well as, if not better than, 
constructing firms, which are able to accomplish this work at a cheaper 
cost by adhering to practices that do not compare favorably with Gov- 
ernment standards. In awarding its work to contractors, the economy 
objective is accomplished in reducing the working force of the Panama 
Canal Company (Government) only to have, in many cases, the same 
persons employed by the contractor, at rates equal to or lower than 
they were paid, with an almost. complete absence of the minimum bene- 
fits that accrue to workers in the employ of the United States Govern- 
ment. Despite the provisions of the contract, it is well known that in 
actual practice, neither the letter nor spirit of the contract is observed 
insofar as the workers’ basic rights are concerned. 

The 8-hour day, a basic workweek, overtime compensation, holiday 
pay. vacation time, injury compensation, sick leave are practically un- 

eard of in the personnel relations between the contractor and his em- 
ployees. It is an interesting fact that the contracting firm does not 
operate under the labor laws of the United States Government, the 
Republic of Panama, nor does the terms of the contract provide for the 
rights of the worker, who, because of the high rate of unemployment 
in the Republic of Panama, is only too glad to eke out a living under 
almost any conditions. 

Unlimited pressure and intimidating tactics are praehaees in re- 
straining sna from defending their interests while in the employ 
of the contractor. However, some more courageous workers, upon the 
termination of their employment, seek recourse in the labor courts of 
Panama. There are now numerous cases being pursued in these courts, 
as may be attested to by Mr. Jose de la Rosa Eastillo, who is an em- 
ployee of the United States Government’s Air Force on the Canal 
Zone, the president of one of our local unions, and a practicing attorney 
in the Republic of Panama. He is present and perfectly willing to 
testify if called. 

In additional support of our contention, there is prepared for your 
consideration the statements of former and current employees of con- 
tracting firms who have set forth the conditions of their employment. 
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They were obtained through the combined efforts of locals 900, 907, 
and CLU-MTC, AFL, and CIO, who are in full accord on the appli- 
cation of the Federal minimum-wage law on the Canal Zone. 

There continues to be a school of thought that any improved stand- 
ard of compensation for workers on the Canal Zone would haye an 
adverse effect on the economy of the Republic of Panama. We cannot 
but insist that this is a most fallacious viewpoint, that is counteracted 
by the expressed opinion of the Panamanian Government, its presi- 
dents, former presidents, chamber of commerce, His Excellency Ri- 
cardo M. Arias, E., President of the Republic of Panama, and leading 
citizens. otentially future president of Panama, Ernesto de la 
Guardia, J th thistosay: that— 


The minimum wage is a part of the Panama Constitution; and while its appli- 
cation has certain delicate economic problems, plans have already been made 
to establish a minimum wage in the Republic. As far as the Panamanian workers 
in the zone are concerned, I consider it as a consequence of the new treaty be- 
tween Panama and the United States that these workers should be compensated 
equally with United States citizens employed in that part of our territory. 

In summary, Mr. Chairman and members of the committee, we sub- 
mit that the Federal Government as an employer should not put eeon- 
omy before proper personnel practices; that where there is no diminu- 
tion in work, its working force should not be reduced; and it is not a 
sound practice to effeet economies at the expense of workers. 

On behalf of all the workers on the Canal Zone, I most. sincerely 
commend these matters to your careful consideration and hope that 
you will find them helpful and useful in the course of your investiga- 
tions. 

Mr. Exatorr. Thank you very much, Mr. Rerrie. 

I notice in the second paragraph on page 2, that you say: 

In additional support of our contention, there is prepared for your considera- 
tion the statements of former and current employees of contracting firms who 
have set forth the conditions of their employment. They were obtained through 
the combined efforts of locals 900, 907, and CLU-MTC, AFL, and CIO— 
and so on. Now, do you have those statements? Do you desire to 
offer them in support of your testimony ? 

Mr. Rerrm. They will be submitted to you by the spokesman of 
the Canal Zone Central Labor Union and Metal Trades Council, 
AFL-CIO. 

Mr. Exazsorr. And who is the spokesman of —— 

Mr. Rerrte. Mr. Blaney, R. L. Blane ; 

Mr. Ex.torr. Mr Blaney, you will a 

Mr. Buaney. Yes, I will submit those, 

(The statements referred to have been made a part of the printed 
record and will be found on pp. 399, 400.) 

Mr. Exx1orr. I just wanted to properly identify them here. 

Now, I believe you state, Mr. Rerrie, that you represent non-United 
States citizens employed by the Government agencies in the Canal 
Zone. And does your representation include non-United States eiti- 
zens who work for contractors who do work for the Panama Canal 
Company ? 

Mr, Rerrm. I do not represent the workers of the contractors— 
for contractors. 

Mr. Exa1orr. You only represent the non-United States citizens 
who-—— 
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Mr. Resa. Who work direct for the—— 

Mr. Exxiorr. For the Panama Canal Company or for the Govern- 
ment of the Panama Canal Zone—is that correct ? 

Mr. Rerrm. Yes, sir. 

Mr. Exxrorr. Are the Panamanians who work for the contractors 


organized ? 

aici, No, they’re not. 

Mr. Exxiorr. They’re not organized. 

Mr. Rerrw. But we're planning to investigate the possibility of 
a, ag those workers also, within AFL and CIO. 

. Exxiorr. Well, give us a little information here now about what 
the people that _ represent make by way of return for their labor 
for the United States Government. at are the wages or salaries 
of the people you represent ? 

Mr. Rerri. Well, we have a minimum in the Canal Zone of 41 
cents an hour, and I think that goes up to $1.59, but—in the higher 
brackets—there are very, very few that would get anything above $1. 

Mr. Extiorr. How many people do you represent who work for the 
Panama Canal Government or Panama Canal Company ? 

Mr. Rerrre. You mean as a union ? 

Mr. Exxiorr. Yes. 

Mr. Rerre, At present I'd say about a thousand. 

Mr. Ex.iorr. About a thousand people. And their wages range from 
41 cents to $1.59? 

Mr. Rene. Yes, sir. 

Mr. Exxiorr. What proportion, in your best judgment, of the 1,000 
people whom you represent—or whom your union represents—locals 
900 and 907, I believe—what percentage of those people make 41 cents 
an hour? 

Mr. Rerrre. Well, they’re in the minority. I think you'll only find 
41 cents an hour paid to messengers. But on the average—I'd say the 
average rate of pay would be around 60 cents an hour. 

Mr. Exxiorr. The average of the thousand people whom you repre- 
sent—their average pay ranges around 60 cents an hour? 

Mr. Rerrte. Yes, sir—in my opinion. 

Mr. Extiorr. And has that been true over the period of the past 2 
years? Would that be a reasonable average for the period of the past 
2 years? 

Mr. Rerrte. I’m trying to think—just a moment, please. Yes. Mr. 
Sinclair just brought something to my attention: that whilst at pres- 
ent we only represent approximately a thousand employees, the great 
majority were members of our organization, say, at one time or the 
other. But somehow or other, the membership fell off ; and we’re just 
in a position of reorganizing, and in the near future we expect, from all 
indications, that we will represent the majority of the workers in the 
Canal Zone. There’s always a fluctuation in employment on the Canal 
Zone, and we can’t always boast of a potential—— 

Mr. Exziorr. What’s the maximum number of members that your 
union has had among these employees? 

Mr. Rerrte. 10,000—between 8,000 and 10,000. 

Mr. Extrorr. You have had membership between 8,000 and 10,000. 
And now, then, you haye membership of 1,000? 

Mr. Rerere. Yes. 
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Mr. Exuiorr. Now, in the third paragraph of your statement, you 
say: 

There are numerous agencies on the Canal Zone other than the United States 
Government who, by nature of their business interests, find it necessary to employ 
people from the local area. 

Now, when you say they “find it necessary to employ people from the 
local area,” do you mean people of the Republic of Panama? 

Mr. Rerrte. That’s right. 

Mr. Exxiorr. Then you say that these “firms” or “agencies,” as 
you call them, “include contracting firms, shipping companies, bank- 
ing, and numerous other private interests.” Do you have very much 
banking carried on in the Panama Canal Zone area ? 

: Mr. Rerrie. Yes; we have several banks operating on the Canal 
one. 

Mr. Exxiorr. What do you estimate their employment to amount to? 

Mr. Rerrie. Well, I haven’t got any idea of the number of employees 
they have, but it would come to a couple hundred employees, 1 would 
imagine. 

Mr. Ex.iorr. To a couple hundred employees ? 

Mr. Rerrte. I don’t know; I haven’t got any idea. 

Mr. Exxiorr. Well, do you have any idea about the number of pe- 
ple employed in the shipping industry that you mentioned ? 

Mr. Rerrie. That’s over 300. 

Mr. Exxiorr. And how many Panamanians are employed by the 
contracting firms that you mentioned in the third paragraph of your 
statement? Could you give us some idea about that ? 

Mr. Rerrm. The vast majority are Panamanians—around 1,500. 

Mr. Exxrorr. Around 1,500 Panamanians by the contracting firms? 

Mr. Rereie. Yes. 

Mr. Exurorr. Then you say there are “numerous other private in- 
terests” on the Canal Zone that employ people that are not connected 
with the United States Government. Can you give us examples of 
some of those ? 

Mr. Rerrte. Well, you have the oil companies. 

Mr. Exxiorr. Can you give us some idea of how many people they 
might employ ? 

Mr. Rerrm. No, sir; I have no idea. 

Mr. Exxiorr. How many employees ! 

Mr. Rerrim. No, sir. 

Mr. Exuiorr. Can you think of any other besides the oil companies? 

Mr. Rerri. Would you include religious organizations and civic 
organizations and so on? 

Mr. Exutorr. Well, I doubt if they’d be—— 

Mr. Rerrre. You have concessionaires on the Armed Forces reserva- 
tion—you have officers’ clubs run by concessionaires, and other clubs; 
you have—— 

Mr. Coon. They wouldn’t be covered. 

Mr. Exnusorr. That’s retail. 

Mr. Rerriz. Well, we had these, though, in mimd when getting this 
up. 
er Ex.sorr, Of course, it’s true that usually when those industries 
that are connected with interstate commerce have a minimum, that 
the minimum tends to become the minimum in other industries; and 
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that may be what you were thinking of. But so far as being specifical- 
ly covered by the act, they would not be. 

Mr. Coon, do you have some questions ? 

Mr. Coon. You say here: 

While some of the business interests operating on the Canal Zone do observe 
acceptable standards of compensation, it is not so in many cases. 

What are some of these cases? 

Mr. Rerrte. We thought of the banks and the steamship com- 
panies—— 

Mr. Coon. Well, the banks wouldn’t be included on the minimum 
wage anyway, would they? 

Mr. Rerrte. I should say they would be. 

Mr. Coon. Well, if they are local banks, they wouldn’t—— 

a. Rerrte. These are Chase Manhattan Bank or National City 
Bank. 

Mr. Coon. Are you accusing them of not having acceptable stand- 
ards of compensation ? 

Mr. Rerrie. We said: 


While some of the business interests operating on the Canal Zone do observe— 


and we had those people in mind specifically. 

Mr. Coon. What I tried to ask you, in the question and statement— 
you say: “not so in many cases.” Name some of those cases where 
there are not acceptable standards of compensation. 

Mr. Rerei. Well, we had in mind, specifically, contractors. 

Mr. Coon. What contractors ? 

Mr. Rerrte. Various contractors who are deing maintenance and 
construction work for the Panama Canal. 

Mr. Coon. Would you just name us one or two, or name as Many as 
you want to accuse? 

Mr. Rerrere. Framorco (¢) is one; and Pan Pacific (?) ; Isthmian 
Constractors (?). 

Mr. Coon. Are you accusing them right now of not havirig accept- 
able standards of compensation ? 

Mr. Rerrte. Yes, sir. 

Mr. Coon. That is, you named three contractors there. 

Mr. Rerrre. There might be more. We have in mind all of them. 
But those are just three that came to my memory. 

Mr. Exxiorr. Let me—for the purpose of the record, Mr. Coon, 
let me interrupt right there. 

[To Mr. Derrie:] Who is the gentleman on the front row who 
continues to give you information? We don’t have his name in 
this record. 

Mr. Rerrre. Mr. Sinclair—William H. Sinclair who is the repre- 
sentative of the CIO on the isthmus—the Government and Civic Em- 
ployees Organizing Committee. 

Mr. Exxiorr. That’s the group that you are speaking for ? 

Mr. Rerrre. Yes, sir. 

Mr. Exxzrorr. And you and he work for the same group of people. 

Mr. Fsare. You mentioned, Mr. Rerrie, that at one time your: or- 
ganization represented—did you say—how many thousands? 

Mr. Rerrie. Between 8 and 10thousand. | 
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Mr. Fsarz. And now only 1,000. Would you explain to me and 
the committee the reason for the tremendous loss of membership ? 

Mr. Rerrie. Well, our people seem to have lost interest in their 
former leadership, and it dwmdled down to practically—to what I 
say it is—around a thousand—insomuch that the treasurer and the 
chairman of the CIO recently had to come down here and appoint a 
committee to take over and rebuild the organization. That committee 
consists now of Mr. Sinclair, as administrator, Mr. Reginald Cal- 
lender, as secretary, Mr. Ernest Hay (?), as treasurer, and myself, 
as chairman. And we have stopped that downward trend and started 
an upward trend. 

Mr. Fsare. Is it possible that a lack of discontent among the work- 
ers may be responsible for a loss of membership ? 

Mr. Rerrie. Insecurity, Pd say. 

Mr. Fsare. What do you mean ? 

Mr. Coon. (interupting). As the chairman has just said, we 
have a gentleman here before us as a witness, and I think he should 
answer the questions. If the other gentleman wants a place at the 
witness table, let’s let him come up. 

Mr. Rerrie. Mr. Chairman, may I ask Mr. Sinclair to answer to 
some of these questions—because I have just taken on my office and 
have not the facts and he has been with them and represented them 
allthetime? He might be more helpful. 

Mr. Coon. I just think it would be more—— 

Mr. Extiorr. Will he—if you want to—or let him associate with 
you—be all right. But it’s a little irregular to have somebody in the 
audience answer—— 

Mr; Rerrie. Well, this is my first appearance in a congressional 

Mr. Coon. We want you to feel at ease, but if you want to have a 
helper up here with you—Mr. Chairman, why don’t we ask him to 
come up and have a chair; and then I would suggest to Mr. Rerrie 
here when he doesn’t know the answer, that he pass the question over 
to Mr. Sinclair and let: him answer. 

(Mr. Sinclair came to the witness table. ) 

Mr, Fsare, Now, to pick up my train of questioning, you explained 
to me and the committee that the tremendous loss in membership is a 
feeling of insecurit amongst your members—is that correct ? 

Mr. Stncxiair. Well, here’s the point, sir: Mr. Rerrie pointed out we 
had some, let’s say, internal difficulties, plus the fact that the insecurity 
angle came about, let’s say, through the—the employees felt that “No 
use—my division, my work, probably will go on contract,” so they feel 
insecure, In other words, they don’t know how long they will be on the 
job, I can cite you, for instance, one case of insecurity over in—it may 

ave been Rodman (U.S. Naval Station, Canal Zone), for instance— 
where we have a membership. We found out some time ago 
there was going to be a cut of 50 percent in personnel, and our mem- 
bers decided, “Well, 50 edbanl-ok ther be one of those guys”—so that 
he stopped paying dues to the union. So in cases like those, I mean, 
& Man is not secure, doesn’t know how long he will be on the payroll. 
So there are fluctuations—a man pays his union dues if he wants to, 
and if he doesn’t want to he doesn’t pay them. He accepts the easiest 
way out—by just being on the outside. 
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Mr. F sare. That appears to me to be rather contrary tonormal logic 
amongst labor organizations. Now, in the United States, where we 
find an area where insecurity is predominant amongst the working 
people, it does not cause a lack of interest in labor unions—it intensifies 
their desire to organize and correct the situations under which they are 
living. On the other hand, in areas—and we have many—where 
people are content, have a feeling of security—they’re enjoying their 
jobs, they. feel a compatible relationship with their employers—that’s 
when we have difficulty in maintaining membership in different unions. 
Now, your explanations seems to be in the opposite sense of logic. 

Mr. Srvcuarr. The last thing you said applies to a certain degree. 
But the first thing—in the United States you have about 714 sililon 
Government workers who could organize under a union that does not 
represent more than 1 million of them. So there you are—714 million 
Government workers who could be organized and you have fess than 
1 million in all the Government. 

Mr. Fare. But the moment that they get a feeling of insecurity or 
can realize an opportunity to organize and get their problem or the 
position improved, they’re going to organize. 

Organized labor has accomplished one of the greatest things that 
has ever happened to our country in the sense of free organized 
unions—of trade unions. But it’s difficult, if not impossible, to organ- 
ize in areas where a feeling of security or contentment exists, 

Mr. Srncxiarr. Well, you have a certain feeling of insecurity in the 
last change of administration in the United States, and our unions up 
there do not—— 

Mr. Fsare. All of our unions—— 

Mr. Srncuarr. ary E this insecurity. That happened right in 
Washington, D.C. So I would like to agree with you, but it just is 
not so. 

Mr, Fsare. Well, I think it is—— 

Mr. Srncrarr. Well, it is so—think, as you think, in industry is a 
different story. But in Government, it has not been so down through 
the years. Otherwise, we’d have 3 million in unions. 

Mr, Fsare. Because there are many “4 ees of our peppistion, 
and yours undoubtedly, who feel no need for organizing and paying 
dues to an administrative-—— 

Mr. Srvcxiare. I can tell you that here in the Canal Zone we have two 
extremes: When a man is content, he doesn’t pay his dues; when he is 
not content, he doesn’t pay his dues either. there you are. 

Mr. Fsare. So then Washingtod should solve your labor problems? 


Mr. Srnciatr. Our people have risen time and time es 


in the union in the amount of ro and ten thousand. I can tell you 
here we have signed up over the last five and a half years about nearly 
every local-rate worker—nearly everyone—maybe twelve or thirteen 
thousand of them; yet we have never, let’s say, collected dues from 
more than eight or ten thousand, because you get in 2,000 and 1,000 
drop out. 

r. Fzare. Let’s take another hypothetical situation that may arise. 
Let’s suppose that you have been successful in prevailing upon the 
Congress to enact a minimum wage for the canal. Do you anticipate 
with that a renewed interest in organizing ? 

Mr. Stnciat. Yes. 
Mr. Fsare. On what basis? 
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Mr. Srnciair. On the basis of this: If the Government enacted that 
Federal minimum-wage law, it will be a certain form of protection, 
a form of guaranty to the worker. In other words, if I am a man who 
works, I am back against the wall, secured. In other words, the con- 
tractor can’t come in and underbid the Government and take his job. 
So he knows he is—join the union. 

Mr. Fsare. He doesn’t need a union. 

Mr, Srncuiatr. He does. Once you get this part here, you have a 
defense here. Then you are organized to—if we get this minimum 
wage—to—and we organize and go in to the Governor and say, “Now 
we want a wage increase”—and I’m sure when 10,000 people are or- 
ganized, even the Governor will agree. 

Mr. F sare. Mr. Chairman, I want to apologize for the perpetrated 
argument, you might say, but I don’t feel that my question’s actually 
been answered. Bu 

Mr. Srncuiam. As I am saying, when a man is content, he doesn’t 
pay his dues; when he is not content, he doesn’t pay either. 

r. Fzare. Now let me ask a question. Should the Congress fail 
to enact legislation designed to put the Canal Zone under the Fair 
Labor Standards Act, what do you feel is going to happen to you as an 
individual on your job ? 

Mr. Sincuair. Well, I am not employed by the Government, but of 
course my personnel job, for instance, let’s say, if I don’t have a 
compare this man here, of course—— 

r. Fsare. In other words, your sole means of livelihood is organi- 


zation. Of course, that wouldn’t apply. 


(To Mr. Rerrie) : Is that your—— 


Mr. Rerrre. I am a clerk. 

Mr. Fsare. What type of installation ? 

Mr. Rerrre. Commissary Division at Mount Hope. 

Mr. Fsarz. Bookkeeping 

Mr. Rerrie. General clerical work. 

Mr. Fsare. Do you feel that your job is in jeopardy under provi- 
sions of the act that now exist ¢ 

Mr. Rerrie. With the present trend, it’s not impossible. 

Mr. F sane. Let’s clear that up. What trend? 

Mr. Rerrie. Of giving out a lot of this work on contract. 

Mr. Fare. Clerical work—I am talking about your job. 

Mr. Rerrre. Suppose the administration of the Canal Zone today 
decided to give the commissaries out on a concession basis—— 

Mr. Fsare. Are you taking a hypothetical thing that is likely ? 

Mr. Rerrre. It’s possible; I won’t say it’s likely. It’s possible, be- 
cause the administration today is exercising as much economy as is 
possible, and if they find that the Commissary Division could be run 
successfully on a concessionaire basis, they might decide to give it 
out on that basis. 

Mr. Fsare. I’m afraid that it’s a little difficult for this committee 
to consider legislation on hypothetical cases. We are concerned with 
an immediate problem, and that’s what is before this committee at 
this moment. We’re going to lead on if we keep talking about hypo- 
thetical situations. I’m at the moment interested in what the differ- 
ence is going to be to you nally as a clerk working for the 
Panama Canal Company under the circumstances as they now exist, 
or would exist should the minimum wage apply. 

73588—56—pt. 24 
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_ Mr. Rerrte. As it now exists, it would not affect me, except I take 
into consideration the possibility you ruled out, because the $1 mini- 
mum would not apply to Government workers—isn’t that right ?—so I 
would not be affected just where I am. 

Mr. Fsare. One more question. You mentioned in your statement, 
[ think, that there are several employers, or contractors, or phases of 
the economy here in the Canal Zone, who do not pay wages acceptable 
to you and your organization. Is that what you meant to say or did 
say ? 

Mr. Rerrre. Where do you find that ? 

Mr. Fsare. Well, let’s put it this way: What are acceptable stand- 
ards—a wage scale—for the Panama Canal Zone, in your opinion? 

Mr. Rerrie. I think what we are driving on in this testimony—— 

Mr. Fare. Of course, I am speaking as I think you are, represent- 
ing non- Americans. 

Mr. Rerrre. We were citing in particular these contractors who were 
not living up to the standard as it is now to the employees of the 
Panama Canal Company (Government). At least, we have 41 cents an 
hour minimum ; we have hospitalization; we have rest leaves; and we 
have a disability relief—after so many years—it’s not a pension—we 
get a maximum of $45 per month. In contrast to that, the contrac- 
tors—they pay the minimum salary or even less than the 41 cents; and 
the employees get no leave; they are entitled to no pension ; they work 
long hours without any overtime; and so forth. 

Mr. Fsarr. Do they work at substandard to what they would work 
in the Republic of Panama ? 

Mr. Rerrte. No; I wouldn’t say they do—in some instances. 

Mr. Fsare. In some instances, Panamanians employed in the Canal 
Zone work under conditions below the standards—— 

Mr. Stncxarr. Well, that question, sir, is a bit difficult to answer, for 
this reason: In Panama, we do not have a set wage scale. 

Mr. Fsare. You have an acceptable one, do you not ? 

Mr. Srnciarr. A man who works in Panama today may be earning a 
higher salary than in the zone, and vice versa. A guy working in 
Panama may get a better salary in the zone. Now, our argument on 
this contract business: A man who works for the canal—let’s say Mr. 
Rerrie; I’d like to add something to build him—come January 1, 1957, 
the Commissary Division is going to close a number of commissaries. 
Now, let’s say that the remaining commissaries cannot get enough busi- 
ness from the people who reside in the zone and the United States out- 
side it and they decided to cut down, and keep cutting down, decide it 
is not a worthwhile project and give it to the concessionaire—as once 
was done in the case of clubs, as I understand. Mr. Rerrie in his job, 
with his training, would probably be reemployed by the concessionaire ; 
and sure he would not make with the concessionaire what he is making 
now—no vacation privilege ; he will have no sick leave benefits, no pen- 
sion, and nothing else. ©. K.—Mr. Rerrie may go into Panama. It 
is quite possible he may get a job, with his experience, for more 
money—and also possible he may get one for less money. Because in 
Panama, depends on who you work for. I may go into Panama and 
I may get a job with a small firm; I may get a job with a big firm. 
Just depends on the firm you work for. Some:salaries range as low as 
$7 a week: to as high as $7,000 a year. So you have salaries, I mean, all 
the way up and all the way down. And we just can’t say that a man 
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that has a specific classification could get one wage scale. It all de- 
pends on the guy’s luck to get the job in Panama. 

Mr, Fsarz. You advocate that there should be a difference in stand- 
ard of wages and working conditions across the line of Panama and 
the Canal Zone? 

Mr. Srnciarr. I am advocating people in the zone should get more 
than what they are getting. I am speaking for these guys whom I 
spoke for, and that’s it. 

Mr. Fsare. I’m for you boys that are in organized labor. I cer- 
tainly hope that you won’t sell yourselves out to the Federal Govern- 
ment—because it can be done. 

Mr. Derrickson. I wonder if you would tell us what the dues are. 

Mr. Srncratr. Our union dues here are set in accord with the dues 
rate in the United States. Now, in our former C1O—the Congress of 
Industrial Organizations—the minimum dues rate was $2. Prior to 
1954, national CIO granted a concession to the zone employee and we 
were charged only $1—half the minimum rate in the United States. 
And because there have been wage increases—we had a 5-cents-across- 
the-board in April; we had 2 cents in November, 1951, and a few other 
adjustments—raised wages, not much, but better than before—so when 
C1O was undergoing certain changes in the administration and they 
had a new setup altogether, they decided that workers should pay at 
least the minimum dues charged in the United States, so then they 
applied it to the Canal Zone. 

Mr. Derrickson. At the present time it is $2.. I understand that 
at one time you had as many as 10,000. 

Mr. Stnciarr. That’s right. 

Mr. Derrickson. How long ago was that ? 

Mr. Sincratr. Especially in 1951—between the months of March 
to about maybe August 1951, we reached the mie mark. 

Mr. Derrickson. And gradually decreased ? 

Mr. Srnciarr. Fluctuated—decreased and fluctuated. 

Mr. Derrickson. But over all, been a gradual trend 

Mr. Stncrair. Yes. _ 

Mr. Derrickson. As I understood you to say a while ago, the workers 
didn’t pay their due when they were secure, and when insecure didn’t 
pay them either. I wonder if the fact of consideration of what bene- 

ts they derived by paying their dues and being members might not 


have played a part in that lack of dues paying. I think you could help 
us if you would tell us a little bit of what the union does for the 
workers. What advantages are there for him? Do you have apy kind 


of collective bargaining with the agencies for whom you work? Are 
they recognized? Do you have grievance procedure? Is the union in 
a position to really be worth the members’ joining and paying their 
dues, whether they're satisfied or whether they’re insecure ? 

Mr. Stnciatr. In Government organizations, as far as I know, there 
‘is no collective bargaining now, apart from that recognition—we are 
granted permission to discuss and we sit with the administration and 
put our points over, and ny 9 procedure is in existence; we have 
representative employees from first stage up to the fourth stage in the 
Panama Canal Company and Canal Zone Government and also in the 
Armed Forces. And aside from just representation, that is, grievance 
hearings, negotiations, or any other current representation, we do not 
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— in our union any benefits, because we haven’t authority to 
o it. 

Mr. Derrickson. So you feel that you do offer the workers some- 
thing worthwhile for them to want to be a part of it ? 

Mr. Srnctam. I think so, sir; because, as I said, if a man pays $2 
a month to the union, $24 a year, and he gets a 5-cents-across- the-board 
increase, let’s say, as in April of 1955, that’s 40 cents a day or $2 a week. 
So if he pays $2 a month, just as a matter of money is concerned, he’s 
winning. 

Mr. Derrickson. Well, by that, you’re implying that you’re taking 
credit for the 1,000 members of obtaining some of these increases? 

Mr. Stnciair. I wouldn’t say that—we hammer the administra- 
tions, but I mean I feel that with our continued representation, our 
Government has listened to our arguments from time to time and 
granted wage increases. 

Mr. Derrickson. I’m not implying that you didn’t. I just wanted 
to bring it out. You feel that you did play some part, if not-—— 

Mr. Stnciarr. Some part, at least, if not all. 

Mr. Exxiorr. Are Panamanian workers who do not work for the 
Canal Zone organized into unions? 

Mr. Stncuarr. Not in our unions; no, sir. 

Mr. Exxiorr. Are there any Panamanian unions under the AFL- 
CIO organization ? 

Mr. Roemer You mean the Panamanian workers who work in the 
Republic? No, sir. The former AFL and CIO have been limited to 
Canal Zone workers and Government workers. 

Mr. Exxior. There are no Panamanian unions as such ? 

Mr. Srncuarr. There are Panamanian unions organizing people in 
the Republic; but now to give you a picture of how many members 
those represent and so on, I’m not in position to do so. 

Mr. * eens You say you are limited to the Canal Zone by choice of 
your organization, or by other forces ? 

Mr mance Well, as you know, our parent body is an American 
union; and they could not justify organizing in the Republic, because 
the Panama Canal is in the zone. Although it’s Panamanian terri- 
tory, the United States has full jurisdiction inevery way. Sothe CIO 
could establish, as they have done here, and organize; but the CIO can- 
not justify going into the Republic and organize. 

r. Fzare. You advocate $1-an-hour minimum wage in the Canal 
Zone, is that correct ? 

Mr. Stncxiair. Yes, sir, I do. 

Mr. Exusorr. Do you work for the Canal Company ? 

Mr. Srvcxiatr. No, sir; I work only for the Government and Civic 
Employees International Union, on their staff. 

r. Exuiorr. Are you a citizen of the Republic of Panama? 

Mr. Stncuarr. No, sir; I am acitizen of Nicar 

Mr. Exxtorr. Thank you very much. And thank you, Mr. Rerrie. 

Our next witness this afternoon is Dr. N. M. Newport. Dr. New- 
port. 
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STATEMENT OF DR. N. M. NEWPORT, SECOND VICE PRESIDENT, 
UNITED STATES CITIZENS ASSOCIATION, CANAL ZONE, BALBOA, 
C. Z.; ACCOMPANIED BY MRS. THELMA BULL, CORRESPONDING 
SECRETARY, SAME ORGANIZATION 


Mr. Exxiorr. I'd like say in the beginning, Dr. Newport, we’re happy 
to have you and we appreciate the trouble or inconvenience that you 
have gone to, to appear this afternoon rather than tomorrow. 

I wonder, Doctor, if you’d like to have some of your associates come 
up and sit with you to testify. 

(Mrs. Thelma Bull came to the witness table.) 

Mr. Extiorr. What position do you occupy with the Citizens asso- 
ciation, Mrs. Bull? 

Mrs. Buti. Corresponding secretary of the association. 

Mr. Exxiorr. You may proceed, Doctor. 

Dr. Newrort. This is a statement prepared for presentation to the 
subcommittee of the House Committee on Education and Labor. 

I am Dr. N. M. Newport, second vice president of the United States 
Citizens Association. I am presently employed by Gorgas Hospital, 
a facility of the Canal Zone Government. 

This citizens association is composed of United States-citizen em- 
ployees of the Panama Canal Company-Canal Zone Government and 
their families, Our organization is founded upon the basic principles 
our American democracy, and it is patterned as nearly as possible after 
our State and national legislative bodies. As an organization we are 
most anxious to acquaint Members of Congress and other national offi- 
cials with the importance of a well-operated Panama Canal and the 
vital necessity of maintaining a highly efficient, skilled, and loyal staff 
of United States citizens to do the job. 

As citizen employees, we are greatly concerned with any matters 
pertaining to the living and working conditions in the Canal Zone, 
especially those that. would be affected by the application of the mini- 
mum-wage laws in question here today. 

It is not possible, of course, to estimate the effects of the proposed 
legislation; however, in conformity with the democratic principles 
of our Nation, the members of this association favor the establishnient 
of a statutory minimum wage in lieu of the one provided by adminis- 
trative policies in this area. We feel that this method of application 
will eliminate the pee of payment of subminimum wages and 
is in keeping with the democratic principles of nonexploitation of 
labor, while contributing to the stability and security of all employees 
in this area. 


About 2 years ago, the Company-Government adopted the policy 


of hiring contractors to. do maintenance and construction work pre- 
viously performed by Company workers. This has resulted in out- 
side contractors’ bringing in the zone new employees, at rates well 
below those of the Company-Government. workers. In addition, this 
is a system which allows the awarding of contracts by Government 
agencies to contractors with no provision to protect the workers; it 
allows a lowering of their standard of living and results in false econ- 
omy that affects the United States-citizen employees by allowing con- 
tracting firms.to underbid Government agencies, who, as a result, are 
forced to give reduction-in-force to zone employees. If, as we under- 
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stand it, should this policy of a minimum wage apply to employees 
of contractors only, we believe there will be a tendency to improve 
living standards for them and it will lessen the opportunity to substi- 
tute cheap contract labor for Panama Canal employees. 

It is our opinion that lack of fair labor standards contributes to the 
opportunities which allow abusive, unscrupulous practices and un- 
democratic exploitation of labor that results in freezing United States 
citizens out of jobs in this area, permits the continuing displacement 
of American employees by cheap contract labor, and permits con- 
tractors to rely exclusively on low-wage alien labor. 

We therefore contend that the applicability of a minimum wage, 
set by statute, will tend to eliminate exploitation of labor—if con- 
tractors are forced to adhere to it; will accomplish a more efficient 
working force—better qualified personnel, for more pay; and will 
reduce the lowering of standards for the sake of economy as considera- 
tion is given to the better qualified personnel when selecting for em- 
ployment at higher rates of pay. 

Thank you for the privilege of appearing before this subcommittee 
and presenting these comments to you. 

Mr. Exxiorr. Now, Dr. Newport, how long have you been the vice 
resident of the United States Citizens Association in the Canal 
one f 

Dr. Newport. Just about 1 month, I'd say. 

Mr. Extiorr. How long have you been in the Canal Zone? 

Dr. Newrort. Going on 5 years—about 4 years and 6 months. 

Mr. Exxiorr. You moved from the States here, I gather; and I be- 
lieve you said you are employed by the Gorgas Hospital—is that 
correct ? 

Dr. Newport. Yes, sir. 

Mr. Exxiorr. Now, speaking in behalf of your organization, you 
take the position that there ought to be a “statutory minimum wage in 
lieu of the one provided by administrative policies in this area.” I 
am wondering if you thereby take the position for your association, 
Dr. Newport, that you would rather have a statutory minimum than to 
have a minimum arrived at by any other mechanism, such as an area 
wage committee, we might call it, or an industry wage committee if 
there is — diversity of industry here to justify it. Some of the 
areas affected by the minimum-wage law have a minimum wage that 


is fixed by the sang of an industry committee; I believe that’s 


true in Puerto Rico. you take a position, on behalf of the citizens 
association, against arrival at a minimum wage by any administrative 
procedure, such as by an area wage committee, we will say, with or 
without some direction or influence by the Secretary of Labor on the 
final result ? 

Dr. Newport. If I understand correctly—the statutory wage would 
be fixed perhaps at a Washington Jevel ? 

Mr. Exxuiorr. By statute passed by the Congress. 

Dr. Newport. Yes, sir. We feel that that might be influenced less 
by local politics, perhaps, and would be more of a stable thing which 
could be relied on by workers. However, it does not mean that proper 
representation to fix the statutory wage could not be brought about 
by such groups as appear here today. 

Now, as I say, we are indirectly concerned. The labor committee 
here undoubtedly are directly concerned because they feel that, even 
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though they will not immediately benefit by this thing, perhaps it 
will influence the pay standards of the present Government workers. 

Mr. Ex.iorr. Dr, Newport, suppose we fix a statutory minimum 
wage for the Canal Zone. What then would be your recommendation 
as to the amount of the statutory minimum wage? 

Dr. Newrorr. Well, that—I am afraid that’s a little beyond me. 
I don’t consider myself an authority to make a statement of that kind, 
sir. 

Mr, Ex.1iorr. Let me ask you this question, then, and you use your 
own judgment about whether you want to answer it: The minimum 
wage in the States under existing law effective March 1, 1956, is $1 
per hour. Would you say that that minimum should be extended im- 
mediately to the Canal Zone? 

_ Dr. Newrort. Well, I think it should have some study and discus- 
sion. In a way, I feel that it would demand further study and intel- 
ligent evaluation. Living conditions vary in different localities. I 
don’t think that a dollar will buy any more here—perhaps not as much 
as in the Republic of Panama—as it will in the United States; cer- 
tainly wouldn’t be as much in the Canal Zone as in the United States. 
But that is a matter which I think should be fixed by people who are 
more intelligent than I am, perhaps—I mean more experienced in 
dealing with those things. 

It would be wonderful as far as I am concerned personally, and I 
think every American citizen feels the same way about it—how they 
like to see the laboring man have everything he can to elevate his liv- 
ing standards. I have had occasion to go into many homes, see the 
pitiful conditions that, exist, and on many occasions I have had to think 
a long while before I prescribed expensive medications for patients. 
And having prescribed medications for patients, which had to be 
given in injection form, for instance, I wondered how that patient 
would be able to pay the small fee of 50 cents once a week to take that 
treatment which is necessary to recovery. 

Mr. Ex.sorr. Are those conditions to which you refer—do they 
exist on the Panama Canal Zone itself ? 

Dr. Newport. Certainly do. 

Mr. Exuiorr. Do you do any practice in the Republic of Panama? 

Dr. Newrorr. Not directly; consultations only occasionally. But 
the living standards of the local-rate group here are perhaps a little 
above those in the Republic of Panama—I would say quite a bit above, 
CoAT But they’re still certainly not up to what they should 


Mr. Exuiorr. Doctor, several people who have testified here have 
made 5 iy oe attempted to make the point—that if you paid 


the United States minimum wage of $1 an hour in the Canal Zone, 
that you would thereby throw out of kilter the wage relationship or 
balance existing in the Republic of Panama, where some thousand 
or twelve hundred of the workers who work here are recruited. Would 
you care to comment upon that? 

Dr. Newport. Well, of course; our main interest is that we feel 
that if the minimum-wage law is applied here, that it will give our 
own workers—our own maintenance crews and so on—a better op- 

rtunity to bid against the competing contractors, who come in 
leas with: cheap labor and can do a job at a cheaper rate than our 
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own labor groups could do here. And it seems obvious that the con- 
tinued operation of maintenance crews and the using of maintenance 
crews that we have here is much more important than getting in cheap 
labor from the outside and having the job half done. I can’t prove 
that, but I have heard comments from others on the nature of the 
work that they have observed by some of the cheap type of labor. 

Mr. Exxiorr. What happens to an American citizen who works 
for the Canal Zone Government or Company here when he becomes 
unemployed? Doesn’t he have to go back to the States, or something 
like that? 

Dr. Newport. Yes, sir; repatriated. 

Now, we’re interested in the principles of fair play primarily. We 
think the citizens of the United States, and other citizens of the 
United States, are interested in the same way. We feel that in a way 
it’s better to pay a man a little more than to give it to him—pay him 
for working for it; give him a fair living wage. 

Now, we realize the potentialities of this thing; we realize why the 
Defense Department, perhaps, wants to get as cheap a labor as pos- 
sible. It’s a tremendous thing that’s a burden to consider. 

Mr. Coon. Doctor, you seem to be concerned that the Canal Zone 
Company is letting additional contracts for some of its work all 
the time, and thereby I assume that you figure they are throwing 
employees out of work. We had some pretty good statistics, and 
there’s variation, but some here show that the contracting is lower 
than it had been. 

Dr. Newport. I was here in the war years—1942 to 1945. At that 
time, we were operating a hospital of 1,500 beds, and we were under the 
oldtime system of having a full-time maintenance crew taking care 
of the hospital—I mean the things that were necessary : the painting of 
the buildings and the carpentry work and the manufacture of these 
things—pieces of the equipment that could be manufactured in the 
hospital. And it was a very fine thing. The buildings looked good; 
the buildings were shining; everything was up in shipshape. Perhaps 
that was the temper of wartime conditions, but still it was symbolic cf 
efficient Government maintenance of Government property. And if 
there is anything that goes against the grain—and I’m an Army man 
myself—Reserve officer—and I realize the importance of mainte- 
nance—but you have got to have a crew to have the job done and you 
can’t wait until the building goes to pot and then hire somebody to 
come in and piece it together after it goes to pot. When a chink de- 
velops in a column of a building, it’s time for it to be repaired. 

We feel that adequate maintenance crews should be on duty at all 
times to maintain Government property—and I think rightly so. We 
feel that these buildings and the things in the operation of the canal 
are Government property and that they are property of the citizens 
of the United States and it should be protected. We're interested 
mainly in efficient management. We're interested in preserving the 
efficient conditions that existed in the operation of the canal, not a 
downgrading of civil-service positions so that they may be able to 
put somebody in that can do the job halfway. 

Mr. Coon. Now, Doctor, as you said that you felt some of the work 
done by the contractors was substandard, do you think the Canal Zone 
Company officials are accepting substandard work from these con- 
tractors ? 
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Dr. Newport. I know it isn’t supposed to be done. 

Mr. Coon. Do you have some examples? 

Dr. Newport. [ would be reluctant to express an opinion. 

Mr. Coon. You have already expressed an opinion. 

Dr. Newrorr. If I may quote hearsay on the things, this is an ex- 
ample—or would you want to hear it ?—in the splicing of an important 
electrie cable. This man is with the electrical division here; he had 
observed this thing. The splicing operation and putting in of iead 
was so slipshod that there was scarcely a paper thickness of lead over 
the cable splice, carrying a high-tension current, which might blow 
out at any time. Comment was made about the work, and the fellow 
said A supervisor said to “get out of here—we’ve got a contract to 
finish. 

Now, that’s the type of work that you’re getting—I mean if that’s 
true; that is hearsay. But this is a man who, I think, knows what he’s 
talking about. I mean that is the type of thing that we would like to, 
as American citizens, we’d like to see avoided as the principles of 
things. I don’t mean that all contract labor is shoddy; it can be done 
good, and it should be checked by our engineering before it’s accepted. 
There’s always a chance of flaws. 

And we’re bucking, as it were, to keep our maintenance crews in 
maintenance work and men who are experienced and interested in the 
operation of the canal and in the operation of things as it should be. 

Mr. Coon. I appreciate your giving that example, but you said you 
“heard” it and it’s “said.” We kind of like to have the facts and can’t 
go much on rumors, vou know. 

Dr. Newport. I appreciate that point. I shouldn’t have mentioned it 
in connection with that, but that is an example of a serious potential 
in faulty contract work. 

Mr. Coon. Has something happened about this contract—I mean 
something happened to this cable ? 

Dr. Newport. Not yet, but liable to blow out any time if what this 
man told meisright. He’s an electrician. 

Now, there is an opportunity for faulty work to come in. I’m cer- 
tainly not depreciating the work of the contractors as a whole, but I 
think there are good ones and there are probably dishonest ones. But 
the majority of them are honest. But our own employees are more 
interested in proper maintenance of their own apartments and so on 
than perhaps someone that comes in from the outside. 

Mr. Coon. Doctor, when they let a contract, don’t they usually let 
it at certain specifications and it is inspected and approved; so would 
not it be a concern of the Canal Zone Company ue at 8 it was sub- 
standard work, as you say, or whether it met the standards? 

Dr: Newport. I agree with you on that, but there’s no way of know- 
ing what’s underneath a cable splice. But I mean the matter of speed 
and the matter of incompetent labor. One man mentioned this; that in 
Panama, perhaps a first-class journeyman could be obtained for $1.60 
an hour, whereby he is below the standard of the usual wage for a man 
of that category. That isacut-rate practice. We're just mainly inter- 
o in fair play and a uniform standard of wage. That’s why we’re 

ere. 

Mr. Coon. Doctor, I aupreriere that you want fair play—and we 
all do—and I appreciate that we want to give the best attention and 
fair-play consideration to the employees. But when the Canal Zone 
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Company says it can save money by doing it, we’re also interested in 
the taxpayer’s dollar too. 

Dr. Newport. If they can save money by downgrading the civil- 
service positions and hire other people to do the work who are obvi- 
ously less compentent—not the background, training, and not governed 
by proper security checks—and that is the trend we are trying to stop. 

Mr. Coon. Is there downgrading of civil-service employees? 

Dr. Newport. We feel that there will be; there seems to be that 
trend. There have been replacements made. 

Mr. Coon. You say there have been or you just feel there may be! 
Could you cite some examples of downgrading ¢ 

Dr. Newrorr. Well, I know of an instance—I don’t mean by that— 
I mean—we’ll say that the job of a United States-rate worker is 
abolished and two other girls hired at lower wage to take her place. 
That’s happened in our own clinic. 

Mr. Coon. But I don’t—— 

Dr. Newport. I mean these girls have—they’re typists, stenog- 
raphers—but they have no initiative. You couldn’t tell—give them 
a certain amount of information and say, “I want a letter written on 
this,” like a United States worker who is competent and well-trained, 
one that comes up to the usual standard of civil-service requirements. 

Mr. Coon. Do you feel that there’s downgrading outside of abolish- 
—— the job and going through another routine of some type / 

. Newport. We feel that there will be downgrading. At present 
I couldn’t say whether actual —— 

Mr. Coon. That is, I wanted to know if you could cite an example 
of downgrading. 

Mr. Fysare. Dia I interpret your testimony correctly, Dr. Newport, 
when you mentioned—I think to Congressman Elliott’s question— 
that you preferred a minimum wage by statute rather than by a local 
arrangement agreed to, perhaps, by negotiation through the employer 
and labor organizations ? 

Dr. Newport. I’m merely—I’m not to be quoted as having indi- 
vidual preference for that—I’m merely reading the testimony or the 
statement of the committee, which represents perhaps some 1200 mem- 
bers of the United States Citizens Association. 

Mr. Fsare. Here’s what I think you said, perhaps in essence—when 
Congressman Elliott asked you to specifically clear the meaning of 
“statutory minimum wage” in your testimony—TI think you answered 
that you preferred it to be established by statute rather than be ex- 
posed to local politics perhaps. Does that being exposed to local poli- 
tics include negotiations between employees and employers? 

Dr. Newport. No; I didn’t have that in mind, particularly. I knew 
this question was going to be asked, and I came prepared a little bit. 
I have a note here—however it may be. By “stautory minimum 
wage,” we mean one that is suitable to this area; and since it is neces- 
sary perhaps to consider the effect of it on the wei A Panama, 
my understanding of the original law was that it was to be established 
at. a higher level, but by an intelligent taking into consideration the 
possible effect on economy. 

Mr, F sare, But not necessarily under the law as it is now—$1? 

Dr. Newport. No—no—is that mandatory—I mean $1? 
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Mr. Fsare. It is under the law, now, yes—if it is to be applied— 
it is to be $1 as of the first day of this month, 

Dr. Newport. I understood—from what I understand of this, the 
statutory minimum wage would be a matter of decision on the part of 
higher authorities. 

r. Fsare. You would rather see it accomplished by statute rather 
than by arriving at an acceptable wage through local negotiations or 
local arrangements ? 

Dr. Newport. That’s that statement, sir. . 

Mr. Fsare. I’m a little fearful that under those circumstances a 
minimum wage could easily become a maximum wage. It’s only by 
the existence of free labor unions that the minimum wage is not a 
maximum wage. 

Dr. Newrorr. To go on with this thing, it was stated further— 
following the effect on the economy—not jess than 50 cents an hour, 
or even a higher figure—say 75 cents—would not believe it would be 
a disastrous effect on Panamanian economy. Such a minimum may 
appear to be discriminating against aliens in the area; however, it is 
only fair to remember that Panama as a nation is not economically 
prepared to pay much higher than, say, 75 cents. We feel that this 
amount or one in between would contribute much toward improve- 
ment of the economic situation as well as labor conditions in general. 

Mr, Fsare. Wouldn’t you then, in view of the testimony just read— 
wouldn’t you agree it was perhaps practical and even desirable for the 
Panama Canal to have somewhat the same arrangement as Puerto 
Rico, where we have an industry committee, composed of Govern- 
ment, labor, and industry, to arrive at an acceptable, proper, minimum 
wage for that area? 

r. Newport. Yes, sir. 

Mr. Derrickson. Mr. Chairman. 

Dr. Newport, I think your last statement cleared up the questions 
that I had in mind to ask you. I gather that what you have just said 
to Mr. Fjare changes your statement as you read it; because the sys- © 
tem of setting a minimum wage by a study made by an industry com- 
mittee, for instance, or by dhs Secretary of Labor after hearings in the 
area, is not a statutory minimum. There is, at the present time, a 
statutory minimum which covers the Canal Zone. Obviously it is not 
being enforced and hasn’t been enforced, but the law now provides a 
statutory minimum of $1 as of March 1. Now, for the sake of the 
record, I think we need to say that again. The chairman said it this 
morning. 

I gather, from what you have said, that you would like to have that 
changed: You may prefer a statutory minimum but it should be less 
than the $1. Is it clear, or do you want that statutory minimum that 
exists to remain ? 

Dr. Newport. I don’t have the privilege to change the wording of 
the document I presented, because that was the consensus of opinion 
agreed upon at the executive committee representing the entire or- 
ganization, 

Mr. Derrickson. Well, as I read your statement, as I see it, the asso- 
ciation favors the establishment of a statutory minimum wage. 

Dr. Newport. Right. 
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Mr. Derrickson. Now, would it be fair to say, in view of what else 
you've said here today, that that doesn’t necessarily mean that the 
statutory minimum that now exists should continue? In other words, 
you have now in the law what you say you want in your statement, 
unless you qualify by saying you want it changed by statute—in other 
words, if you write into the law a special wage rate to apply to the 
Canal Zone, which would be lower, or at least. different—it would have 
to be lower—than applies in the States. 

Dr. Newport. Well, I really don’t feel quite competent to pass judg- 
ment on that. 

Mr. Derrickson. I think that your testimony has pretty much stated 
your position. I wanted to be clear on that. You believe that there 
should be a method for establishing a wage that’s fair, that’s set at the 
level—the Washington level—that might be the Secretary of Labor, 
who, after public hearings in the Canal Zone, might set the wage? 
That has been recommended by the Labor Department to the subcom- 
mittee, and it would seem to me that from what all you’ve said, it 
might be acceptable to your association. But if it is, it is not a statu- 
tory wage rate. 

Dr. Newport. You think we used the wrong term? 

Mr. Derrickson. Now, I’m trying to get clear just what you do 
really want. Because your statement says you want a statutory mini- 
mum wage; but later, with Mr. Fjare, you said that you thought it 
would be fair and acceptable to your organization if the wage rate was 
set, based on, an industry committee’s study, an industry committee 
probably composed of Government, labor, and public interest—in 
other words, two different things that you said you would favor; and 
I was wondering if we were all clear on that. 

Dr. Newport. I think the main thing we are interested in—all the 
American citizens—is a fair deal for everybody concerned ; and I don’t 
think that Uncle Sam’s going to sell us back down the river. I think 
that these things should be arrived at by arbitration and decision of 
intelligent people. 

Mr. Derrickson. You think a fair wage could be arrived at for the 
Canal Zone, but not necessarily by a statutory rate ; it might be arrived 
at by another—— ’ 

Mr. Fsare. Your main interest: It would be fair? 

Dr. Newport. Right, sir. 

Mr. Exxiorr. Thank you very much. 

Now, before you leave, Doctor—I think, Mrs. Bull, you ought to 
have an opportunity to make a statement here. You haven’t said very 
much. Would you like to give us some additional information ? 

Mrs. Butz. No; I don’t think it would add to what Dr. Newport 
said—except I do feel that there may be other ways of arriving at a 
fair and equitable policy to put into effect a minimum-wage law in 
the Canal Zone that would not be a detriment to the economy of 
Panama in any way; and it.may be arrived at by a judgment between 
the proper authorities other than by statute. I think any of the labor 
organizations that are familiar with the different situations in other 
foreign areas could work out some policy that would be very agreeable 
in this area, both to the United States citizens and noncitizens. 

Mr. Exsiorr. Are you an officer of the United States Citizens As- 
sociation of the Canal Zone, Mrs. Bull ? 

Mrs. Butt. Yes. 
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Mr. Exxiorr. Are you an employee of the Panama Canal Zone? 

Mrs. Buu. Yes; I’m an employee of the Company. 

Mr. Etxiorr. And what is the scope of your employment? 

Mrs. Buu. Statistical clerk in the executive Gh staff. 

Mr. Exuiorr. Are you a member of either of the unions that were 
mentioned earlier by Mr. Rerrie, who testified as representing those 
unions ¢ 

Mrs. Butx. No; I understood those are all noncitizens. 

Mr. Exuiorr. I believe he said the representation was confined tc 
noncitizens—that’ right. 

Thank you very much Mrs. Bull; and thank you very much Dr. 
Newport. 

Now, if in order, I'd like to ask Col. Hugh M. Arnold if he will 
come around and identify some exhibits, or statements—factual state- 
ments—for the record. 


STATEMENT OF COL. HUGH M. ARNOLD, ENGINEERING AND CON- 
STRUCTION DIRECTOR, PANAMA CANAL COMPANY 


Mr. Ex.orr. Will you read the statements that you have or at least 
read the titles to them, Colonel Arnold, and then let us get them into 
the record ? 

Colonel Arnotp. Question asked this morning as to how many con- 
tractors we had working for us during the past year. 

Mr. Exxiorr. Do you have such a list ? 

(Colonel Arnold presented a list to the chairman. ) 

Mr. Exuiorr. As I read it, the contractors from the States here 
are 6 in number during the past year; and apparently there are 50 
or more of the general and electrical and tile and plumbing and paint- 
ing and sheet-metaling and demolition contractors—is that correct? 

‘olonel Arnoxp. Yes. 

Mr. Exsaorr. Without objection, this paper, prepared 

Was that prepared by you or under your direction, Colonel ? 

Colonel Arnoxp. Right. 

Mr. Exuiorr. It will be admitted and become a part of the record 
at this point; and it is styled, “Contractors engaged in work in the 
Canal Zone during past year”—meaning the year 1955—“Local con- 
tractors” (and “States contractors”). 

(The list referred to is as follows: ) 


OONTRACTORS ENGAGED IN WorK IN THE CANAL ZONE Durine Past Year (1955) 


LOCAL CONTRACTORS 
General: 


Isthmian Constructors, Inc., W. A. Gillogly, vice president 

C. A. High, C. A. High, individual 

Bildon, Inc., C. D. Tillman, president 

Dillon & Hickman Construction Co., Inc., W. W. Dillon, president 

E. O. Hauke Construction Co., E. O. Hauke 

Manuel Calderon, Manuel Calderon, individual 

Framorco, Inc., Francisco Morales, president 

Constructora Martinz, S. A., G. Andreve, president 

General Contractors Co., Inc., A. J. Alfaro, secretary-treasurer 
Corporation de Ingeniera, 8. A., Jose Remon Guizado, vice president 
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Electrical: 

Electric Service Co., P. W. Baumgardner, president 

L. R. Sommer, L. R. Sommer, individual 

W. A. Rogers, W. A. Rogers, individual 
Tile: 

H. I. Homa Co., H. I. Homa, partner 

Floor & Wall Tile Co., L. Greene, president 
Plumbing: 

H. R. Knapp, 8. A., H. R. Knapp, president 

Wright Bros., J. E. Wright, president 

John V. Carter, John V. Carter, individual 
Painting : 

Tropical Paint Co., Inc., A. L. Byrne, president 

Servicio Brouwer, B. A. Brouwer, individual 

W. T. Coffey, W. T. Coffey, individual 

Anthony Leggiere, Anthony Leggiere, individual 

Daniel Rojas, Daniel Rojas, individual 
Sheetmetal: 

Panama Sheet Metal Works, H. E. Simons, president 
Demolition : 

John W. Bell, J. W. Bell, individual 

T. J. Butler y Hijos, 8S. A., T. J. Butler, Jr., general manager 

Deposito Lalli, B. S. Lalli, president. 

Paredes y Cia., Ltda., J. R. Paredes, president 

Chain Singh, Chain Singh, individual 

Ventas Generales, 8. A., A. H. Brid, president 


STATES CONTRACTORS 


General Electric Co., J. C. Wheeler, manager, contract procedures 
Sachse International Corp., M. B. Sachse, president, D’Artez, ASA 
Tecon Corp., A. Ray Smith, president 


Mr. Ex.iorr. You may proceed, Colonel. 

Colonel Arnoxp. Also questions asked about what contractors paid 
mechanics and laborers. All of our contractors are required, for the 
terms of their contracts, to submit certified copies of their weekly 
payrolls; and I’ve gone throughout those certified payrolls and listed 
the wages by trades—that’s one column. The next column is the 
a wages paid by the Panama Canal Company on their 
local-rate payroll. d the third column is in some cases comparable 
to United States rate. 

(Colonel Arnold presented the list to the chairman.) 

Mr. Ex.sorr. Without objection, this list of Hourly Rates of Pay 
for Employees in Canal Zone, extracted from payrolls of contractors— 
and I believe, by your testimony, covering the year 1955? 

Colonel Arnotp. Those are extracts from the latest payrolls that 
we have on file. 


Mr. Exxiorr. From the latest payrolls; and that would be the 1956 
would it not? 

Colonel Arnoip. Right—in general, about 2 weeks ago. 

Mr. Exxiorr. In general, about 2 weeks ago. Without objection, the 
list will at this point be made a part of the record of the hearings. 

(The list referred to is as follows:) 
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Hourly rates of pay for employees in Canal Zone, 1956 





Extracted 
from payrolls 
of contrac- 
tors 
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1 Minimum rate $0.41 per hour. 
2 Frozen rate. 
3 Contractors normally pay watchman on a weekly basis. 

Colonel Arnoxp. This list is a support to that, this breakdown by a 
few of the major trades—how many laborers or mechanics are included 
in each one of those rates, one at 25, one at 30, et cetera—also extracted 
from the contractor’s certified payroll. 

(Colonel Arnold presented the list to the chairman.) 

Mr. Ex.zsorr. And was this list, styled “Hourly rates paid contrac- 
tor employees,” made up by you or under your direction ? 

Colonel Arnoitp. Under my direction, sir. 

Mr. Exasorr. Without objection, this list of hourly rates paid con- 
tractor employees will be made a part of the record at this point. 

(The list referred to is as follows:) 


Hourly rates paid contractor employees 






























































Mr, Ex.iorr. Now, do you have further testimony that you desire 

to give to the subcommittee at this time, Colonel Arnold? 
lonel Arnotp. Not unless you so desire me. 

Mr. Exusorr. Thank you very much, Colonel Arnold. 

I see in our audience Colonel Herr (Lt. Col. Norman P. Herr). 

Colonel Herr, I wonder if you have information or observations that 
you would care to bring to the committee at this time. 

(Lieutenant Colonel Herr came to the witness table.) 
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STATEMENT OF LT. COL. NORMAN P. HERR 


Colonel Herr. I believe you would style my testimony more as an 
opinion. 

The question was asked this morning concerning the possible added 
costs retroactively, and I believe it probably excluded inayat rely 
in the event the statutory rate of $1 were applied to the Canal Zone 
contractors. 

Labor economics, which I have made some study of, would indicate 
that if a floor were put under the rates paid to workers, that that floor 
would become the floor and that the relative skills of workmen would 
increase proportionately, or would have to increase proportionately, in 
a short time. Now, even in those instances where the industry unions 
in the States have been taking across-the-board increases rather than 
increases based upon skills and trades, the result has been that the 
manufacturers or the owners—the corporations themselves—in order 
to keep people in the relatively higher skills, have had to increase those 
wages proportionately, depending upon the de of skill. So even 
without labor agitation, the natural law of labor economics is that 
when we put a floor under the lowest scale of work, that the other scales 
relatively and proportionately increase. 

So that when you get that report as to the prospective and retroactive 
liability that the United States would suffer, I think you can conjure 
up in your own minds the relative increase over and above that figure 
that would result from this proportionate increase in the other skills. 

That’s all I have. 

Mr. Exxiorr. Thank you very much, Colonel Herr, for that infor- 
mation for our record. 

Colonel Herr. Thank you, Mr. Chairman. 

Mr. Exxiorr. Now, Mr. Rerrie in his testimony said there was in 
the audience a lawyer by the name of— 

Mr. Jose de la Rosa Castillo, who is an employee of the United States Gov- 
ernment’s Air Force on the Canal Zone, the president of one of our local unions, 
and a practicing attorney in the Republic of Panama. He is present and 
(perfectly ) willing to testify if called. 

Now, Mr. Castillo, if you have information that is pertinent to the 
inquiry here now, the subcommittee will be glad to hear you. 

tM Castillo came to the witness table. ) 


STATEMENT OF JOSE DE LA ROSA CASTILLO, AN EMPLOYEE OF 
THE UNITED STATES AIR FORCE, CANAL ZONE, PRESIDENT OF 
A LOCAL UNION, AND ATTORNEY IN THE REPUBLIC OF PANAMA 


Mr. Ex.iorr. You may proceed, Mr. Castillo. 

Mr. Castui0o. What I was going to mention was the fact that the 
labor codes of Panama—numerous cases of abuses of contractors’ em- 
ployees. We were unable to ge the correct facts, because all records 
of Panama are closed for the month of March, but if your committee 
so desires, we could get that information and ship it to you on the 
2d of April, when all the courts of Panama are open again. 

Mr. Ex.xiorr. What is the occasion of the courts being closed in the 
month of March? 

Mr. Castro. It’s a law in Panama. All the courts close for vaca- 
tion for the matter of saving money. 
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Mr. Exniorr. Are you a member of the bar of the Republic of 
Panama? 

Mr. Casti110. Well, they do not have a bar in the sense they have 
it in the States. But the only thing that is required to practice law in 
Panama is a graduate, and then get a ne? from the supreme 
court, and you are capable of practicing law in court. 

Mr. Exxiorr. And you are a graduate, and you have that certificate ? 

Mr. Castitx0. Yes. 

Mr. Exxiorr. You represent clients in any of these cases in the labor 
courts you mentioned ? 

Mr. Castitx0. Once in awhile. 

Mr. Exxiorr. Your regular employment, I gather from what is 
said here, is that of “an employee of the United States Government’s 
Air Force on the Canal Zone”; is that right ? 

Mr. Castiixo. Yes. 

Mr. Ex.iorr. And what type of work do you do? 

Mr. Castiixo. I am a translator. 

Mr. Ex.iorr. You are a translator for the United States Air Force? 

Mr. Castro. Yes. 

Mr. Ex.iorr. Do you give that occupation most of your time? 

Mr. Castit1o. Yes, sir. Very seldom I do—twice a year I get to go 
attend a case I have. The courts close in Panama at 5 and I quit work 
at 3: 30. 

Mr. Exu.sorr. And you have somewhat of a time conflict between 
your duties with Uncle Sam and your duties with the courts; is that 
right ¢ 

Mr. Casriix0. Well, not very often. If I do have a case, I’ll take 
annual leave and go in. 

Mr. Ex.xiorr. Do you have any further information, Mr. Castillo, 
that you desire to bring to the committee at this time ? 

Mr. Castii10. Well, yes, sir. With your permission, I will say about 
the $l-an-hour minimum wage for the Canal Zone, that an employee 
of a department of the Republic has published—she was employed by 
the Panamanian Government in the point 4 program, and she made 
a pamphlet about the cost of living in Panama in 1950. And I think 
that the minimum wage of $1 should be applied in the Canal Zone, 
because with less than $1 it is very hard to its a decent standard of 
living today. 

Mr. Exxiorr. On the Panama Canal Zone? 

Mr. Castitxo. Yes, sir; in the Republic of Panama, because I would 
say about nine-tenths of the employees of the Government reside in 
Panama, and the contract I think is about the same proportion. 

Mr. Extiorr. Most of the employees of the Panama Canal Com- 
pany reside in the Republic of Panama; is that correct ? 

r. CastiLLo. Yes, sir. 

Mr. Exnsorr. And this pamphlet you refer to dealing with the cost 
of living for 1950 showed that the cost of living in the Republic of 
Panama was, did you say, equally as high as in the States? 

Mr. Castixxo. Yes, sir. “Onite a few big cities in the States, I think, 
is equal to the cost of living in Panama. 

r. Coon. I'd like to en one question, Mr. Chairman. 

(To Mr. Castillo). You said there are several cases in the courts, 
of employees suing their contractors ¢ 

Mr. Castiz10. Yes, sir. 


73588—56—pt. 2——-5 
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Mr. Coon. Are these contractors who have done work in the Panama 
Canal Zone or elsewhere ? 

Mr. Castiix0. In the zone. 

Mr. Coon. Do the courts of Panama have jurisdiction over con- 
tract work 

Mr. Castiuxo. Here is what happens to the employees of the con- 
tractors: They are hired under the jurisdiction of the Republic of 
Panama, but still the work is performed in the Canal Zone. 

Mr. Coon. So they are contractors in Panama, and this work has 
been in the Canal Zone? 

Mr. Castitxo. Yes. 

Mr. Ex.sorr. Thank you very much, Mr. Castillo. 

Mr. Castitio. Thank you. 

Mr. Extiorr. Now, I would like to say to those present that it is the 
desire of the committee to gather all the information possible during 
our stay here this rerrted We feel it’s been very helpful to us in 
the consideration of the emer we have, to actually come to the 
Panama Canal Zone and hear witnesses testify, as those of you who 
have appeared have done today. And so far as the Chair is concerned, 
we have plenty of time. If there is someone else in this audience who 
feels that he or she can furnish us additional helpful information, 
we'd be glad to hear them at this time. 

Let me say this: that the committee will resume its hearings at 9 
o'clock in the morning. And at that time, we have scheduled 2, I 
believe, or maybe 3, additional witnesses; and if there are others who 
desire to be heard at that time, we will be glad to see you then. 


In the absence of any specific requests for additional time now, the 
committee will stand adjourned (5:05 p.m.). 
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SESSIONS, AND OVERSEA AREAS OF THE UNITED 
STATES 


SATURDAY, MARCH 17, 1956 


Houser or REprEsENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE 
on Epucation AND Lasor, 
Balboa Heights, C. Z. 
The subcommittee of the Committee on Education and Labor met 
at 9 a. m., pursuant to notice, in the board room, Administration Build- 
ing; Balboa Heights, C. Z., Hon. Carl Elliott (chairman) presiding. 
resent : Representatives Elliott, Coon, and Fjare. 


Also present : Fred Hussey, chief clerk ; Russell C. Derrickson, chief 
investigator. 


Mr. Exxiorr. The committee will be in order and we will resume 
hearing witnesses on the question at; issue. 

The first witness I have listed on my list is R. L. Blaney, chairman, 
legislative committee, and alternate legislative representative, of the 
oo Zone Central Labor Union and Metal Trades Council, AFL- 

10. 


You may proceed, Mr. Blaney. 


STATEMENT OF R. L. BLANEY, CHAIRMAN, LEGISLATIVE COM- 
MITTEE AND ALTERNATE LEGISLATIVE REPRESENTATIVE OF 
TH CANAL ZONE CENTRAL LABOR UNION AND METAL TRADES 
COUNCIL, AFL-CIO, AND AN EMPLOYEE OF THE PANAMA CANAL 
COMPANY; ACCOMPANIED BY E. W. HATCHETT, PRESIDENT OF 
SAME ORGANIZATION AND AN EMPLOYEE OF THE CANAL ZONE 
GOVERNMENT; L. S. DAMIANI, FIRST VICE PRESIDENT OF SAME 
ORGANIZATION AND AN EMPLOYEE OF THE PANAMA CANAL 
COMPANY ; AND CURTIS COATE, EMPLOYEE REPRESENTATIVE ON 
THE WAGE AND GRIEVANCE BOARDS OF THE PANAMA CANAL 


COMPANY AND AN EMPLOYEE OF THE PANAMA CANAL COM- 
PANY 


Mr. Buangy. Mr. Chairman, and members of the committee, my 
name is R. L. Blaney. I am the chairman of the legislative committee 
and alternative | wee 9 Seis sate Sew! of the Canal Zone Central 


Labor Union and Metal es Council, AFL-CIO. I am employed 
by the Panama Canal eae, and have lived in the Canal Zone off 


and on since 1914, and have employed on the Canal Zone 28 
years. 


427 
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The organization which I represent is composed of 23 local unions 
affiliated with the American Federation of Labor and the Congress of 
Industrial Organizations. The membership of these unions are, with 
a few exceptions, citizens of the United States employed by the Panama 
Canal Company-Canal Zone Government that maintain and operate 
the Panama Canal. 

Accompanying me are the following members of our organization 
who will assist me in answering your questions: 

E. W. Hatchett, president of the organization, and instructor of 
mathematics in the Canal Zone Junior College. Mr. Hatchett has 
been employed 25 years as a teacher in the Canal Zone schools. 

L. S. Damiani, first vice president of the organization. Mr. Damiani 
has been employed by the Commissary Division for 14 years. 

Curtis Coate, employee representative on the wage and grievance 
boards of the Panama Canal. Mr. Coate has been employed by the 
Panama Canal Company for 5 years. 

I would like to take this opportunity to welcome all of you gentle- 
men to the Canal Zone, and sincerely hope that your stay here will 
be both pleasant and instructive. 

Our primary aim in appearing here is to oppose the exclusion of the 
Canal Zone from the Fair Labor Standards Act of 1938 and to recom- 
mend that it not only continue in effect but be enforced to the fullest 
extent. 

This law has been in effect in the Canal Zone for many years but 
has been ignored by all concerned. This has resulted in various con- 
tracted jobs being performed at a lower cost at the direct expense of 
the laboring man hired to do the work. This continued neglect has 
now come to a head, and it now appears possible that either the Gov- 
ernment or the contractors may be liable for pavment of unpaid wages 
required by the Fair Labor Standards Act. We of labor well recog- 
nize this liability and its possible adverse effects on the financial status 
of the Panama Canal Company and the possible need of supplemental 
appropriations for the Department of Defense should a court deci- 
sion be adversely rendered. We feel about this as we have on several 
occasions in the past when similar interpretations and application 
of law required our members to seek recourse to the courts or assist- 
ance from Congress to force payment of what we were entitled to by 
laws which the Congress of the United States had passed after long 
and studied deliberation. 

There is at present a case before the courts bringing suit against the 
Panama Canal Company for over $2 million for emoluments due 
members of our organization which were not paid. Therefore, this 
type of liability being practically a regular and accepted procedure, 
we do not believe it has any merit in basing your decision in the case 
at hand—that is, exclusion of the Fair Labor Standards Act from the 
Canal Zone, as the past liabilities are still existent even though the 
Canal Zone should be excluded at this late date. 

Testimony has previously been given to this committee as to the 
ossible adverse effects a minimum-wage law will have in the Canal 
one. Included in this testimony were the following reasons for 

excluding the Fair Labor Standards Act: 

1. Adverse effects it may have on the economy of the Republic of 
Panama. 

2. Increased cost of contracts. 





MINIMUM WAGES IN CERTAIN TERRITORIES, ETC., OF THE U. 8. 429 


3. Increased unemployment due to automation and more forced 
production. 

We disagree with all these statements for the following reasons: 

1. Effect on the economy of Panama: Previous official testimony 
indicates that there are only approximately 1,200 persons employed 
by contractors in the Canal Zone. Assuming that all of these were 
earning 40 cents per hour and were increased 60 cents, to $1 per hour, 
and that they all worked full time the year around, the maximum an- 
nual increase would be approximately $1,500,000. 

It is true that these relatively few employees will enjoy a higher 
hourly rate than many of the workers of Panama, but it does not neces- 
sarily follow that the Republic’s economy will be disturbed as a result 
of this. On the contrary, not only will an incentive be provided for 
these workers to learn skills and compete for these jobs, but the addi- 
tional money earned by this low-paid group will all flow into Pana- 
ma’s commercial channels, giving the Republic’s economy a needed 
boost, and will create additional employment there. It will also reflect 
to the advantage of the United States, who supplies the Republic of 
Panama with most of their imported products. 

2. Increased cost of contracts: We agree that contract cost will be 
increased. However, it was the intent of Congress in enacting this 
legislation that cost would be increased through additional wages paid 
working groups. We of labor firmly believe that this legislation has 

n a primary factor in maintaining continued prosperity in the 
United States y the simple process of giving the workingman more 
to spend. Further evidence of this intent on the part of the Congress 
of the United States is evidenced by the additional 3314 percent in- 


crease of minimum wages effective only a few days ago, on March 1, 
1956. 

3. Increased unemployment through automation and _ increased 
forced production: Testimony presented to this committee by contrac- 
tors’ representatives threatens increased unemployment of these em- 
ployees through use of machines for labor now done panty 8 by 


more pressure being applied to increase output. This could be inter- 
preted that the contractors are not at present working up to their 
maximum efficiency or that contract costs have been deliberately in- 
creased to subsidize this class of worker. From our observations of 
the work on various contract jobs, we have noted that as a whole the 
jobs are well organized, efficiently laid out, a maximum use of ma- 
chinery is made, and that employees have little, if any, idle time. 

We are submitting statements signed by five employees of various 
contractors who perform work in the Canal Zone. 

Tec of the five statements are inserted at this point. ) 

The statements referred to are as follows:) 


ANCON, CANAL ZONE, March 15, 1956. 
To whom it may concern: 


I was employed by the Pan Pacific Contracting Co. from November 1946 through 
August 1949 as truck and trailer driver while this firm was engaged in converting 
a number of hospital wards in Rosseau into living quarters ; the Far Fan housing 
project; and the Army commissary and warehouse at Corobal. All work was 
done in the Canal Zone. 

I was employed at $0.45 (45 cents per hour) and was terminated at $0.50 (50 
cents per hour.) 

During this period of employment I did not get any vacation time. 
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I worked an average of 1144 hours per day. I was paid time and one-half 
for overtime. I worked 6 days a week. 

Working conditions with this contracting firm were generally not as good or 
could not be compared with working conditions of the United States Navy where 
I am now employed. 

(Signed) Vincent C. PARKER. 

Witnesses : 

Epset A. WoNG. 
Victor M. Franco. 


STATEMENT OF JOSE DE LA CrRUz JUSTAVINO, O 


Marcu 15, 1956. 


The undersigned Jose de la Cruz Justavino, O, age 29, citizen of the Republic 
of Panama certifies that he worked for the following companies or contractors 
performing jobs on a contract basis for the Panama Canal Company and the 
United States Department of Defense; at various location in the Canal Zone. 

(1) During 1947 through part of 1949 worked for Pan Pacific Co. as chain- 
man at the rate of $0.50 per hour. The basic workweek was 48 hours, Time 
worked in excess of this was paid as overtime at time and half. 

(2) For approximately 1 year during 1950 worked for Isthmian Constructors 
Co. as chainman at the rate of $0.50 per hour. No overtime whatsoever was 
paid. 

(3) For approximately 2 years during 1953 and 1954 worked for Macco Pan 
Pacific as chainman at the rate of $0.50 per hour. Overtime at time and half 
was paid for work in excess of 48 hours per week. 

(4) In 1955 worked for Tecon Corp. as chainman at the rate of $0.75 per hour. 
Overtime was paid at time and half after 48 hours per week. 

None of the above jobs provided for paid vacations, sick leave, or United 
States social security or Panamanian Seguro social benefits. 

I have never worked for any Federal Government agency. 

(Signed) Jose pe La Cruz Justavino, O. 

Signature witnessed : 

WILLIAM H, SINCLAIR. 
(Signature illegible). 


STATEMENT OF HorActoO ANTONIO CARRASCO 


MARcH 15, 1956. 


My name is Horacio Antonio Carrasco, age 29, citizen of the Republic of 
Panama, employed by Franorco, 8. A.. on various construction jobs that com- 
pany has performed on contract for the United States Department of Defense 
and the Panama Canal Company, at various locations in the Canal Zone from 
1948 to the present date, exclusive of periods during which no work was in 
progress and I was onfurlough. My rating is carpenter. 

During this time my hourly rate of pay has been $0.50 per hour with a few 
exceptions when it rose to $0.60 per hour, and reduced to $0.50 per hour at 
the completion of the job. 

The basic workweek for Franorco, 8. A., is 45 hours, consisitng of 5 days of 
8 hours each and 5 hours on Saturdays. All time in excess of 45 hours per 
week was paid at overtime rate of time and half. Sundays and holidays were 
paid at straight time when worked. 

During the period I worked for Franorco, 8S. A., I did not earn or receive 
any paid vacation, sick leave, nor were provisions made for United States social 
security or Panamanian Seguro social benefits. 

Also during periods of heavy rain during the day, all employees were checked 
out and when the rain stopped were checked in again. The intervening period 
was without pay, and an employee was subject to suspension or other dis- 
eiplinary action if not present to check in and resume work when ordered. 

Prior to my employment with Franorco, 8, A., I was employed by the United 
States Navy in the capacity of helper general at the rate of $0.41 per hour with 
all the usual fringe benefits and privileges given local rate employees. For 
approximately $6 months during 1950 I was again employed by the United States 
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Navy in the capacity of laborer at the rate of $0.49 per hour. Both of my 
terminations from the United States Navy were due to reduction of force. 
(Signed) Horacro ANTONIO CARBASCO. 
Signature witnessed : 
WILLIAM H. SINcLArR. 
(Signature illegible). 


STATEMENT OF OLIMPO PINZON 
Marcu 15, 1956. 

The undersigned Olimpo Pinzon, age 30, citizen of the Republic of Panama, 
certifies that he worked for John V. Carter, subcontractor for various construc- 
tion jobs for the United States Department of Defense and the Panama Canal 
Company from February 1952 to January 1955, in the capacity of plumber’s 
helper, starting at the rate of $0.85 per hour which was gradually increased to 
$0.55 per hour. 

The basic workweek for this subcontractor was 45 hours. Overtime was paid 
at time and a half for hours in excess of 8 per day. Sundays and holidays when 
worked were paid at straight time. 

During the time I worked for John V. Carter I did not earn or receive any 
paid vacation, sick leave, nor were any provisions made for United States social 
security or Panamanian Seguro social benefits. 

My previous working experience was— 

In 1944 worked for the United States Navy as laborer $0.32 per hour, From 
per Save 1951 worked for the United States Navy as general helper $0.53 
per hour. 

Since February 1955 working for the United States Navy as laborer $0.55 
per hour. 

All the above rates are in addition to the usual fringe benefits and privileges 
given local rate employees. 

(Signed) Otrmpo Pinzon. 

Signature witnessed : 

Wir1raM H. SIncrar. 
(Signature illegible). 


STATEMENT OF Jose O. CASTILLO 
Marcu 15, 1956. 

My name is Jose O. Castillo, age 36, citizen of the Republic of Panama, in- 
termittently employed by Framorco, 8. A. on various construction jobs that 
eompany has performed for the United States Department of Defense and the 
Panama Canal Company, at various locations in the Canal Zone, from 1950 to 
the present date, exclusive of periods when no work was in progress and I was 
on furlough without pay. 

In the capacity of mason I was paid $0.65 per hour, increased to $0.75 and re- 
duced to $0.65 at the completion of the job. 

My basic workweek is 44% hours, consisting of 5 days of 8 hours each and 
4% hours on Saturdays. When working with concrete the working day is 10 or 
11 hours. Overtime is paid only for work in excess of 44%4 hours per week. 
Holiday work is occasionally required which is paid at straight time. 

During the time I have worked for Framorco, 8. A. I did not earn or receive 
any paid vacation, sick leave, nor were provisions made for United States 
social security or Panamanian Serguro social benefits. 

On one occasion I was injured on the job and received as compensation one- 
third of my regular salary after the first 7 days had elapsed. 

During periods of rain I am required to check out and when the rain ceases 
check in again. The intervening time is without pay and I am subject to dis- 
ciplinary action if not present to check in when ordered. 

Prior to working for Framorco, 8. A. I worked for the United States Army 
as a laborer at the rate of $0.25 per hour from 1939 to 1941 and received a re- 
duction of force. I was later employed by the United States Navy as a mason at 
the rate of $0.45 per hour from 1943 until 1945 when I again was given a re- 
duction of force. Both of these jobs also allowed the usual fringe benefits and 
privileges given local rate employees. 


Witnessed signature: 
Wri11aM H. Srncrar. 
(Signature illegible). 


(Signed) Jose O. Castirto. 
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Mr. Buaney. All but one has been previously employed by the De- 
partment of Defense or the Panama Canal Company and were term1- 
nated due to reduction in force, all with satisfactory ratings. 

Their occupations were: general helper, truckdriver, mason, and 
carpenter, who received salaries from 50 to 60 cents per hour. Only 
one man, the mason, received 75 cents temporarily on one job. 

Workweeks were 45 to 48 hours with overtime paid at time-and-a- 
half after 45 or 48 hours. Sundays and holidays were ees at straight 
time. It should be noted that most of these men received no pay during 

riods of heavy rains when they were checked out, and were subject to 

isciplinary action if not available when rain stopped. 

Also, with one exception, none of these employees receivea any 
fringe benefits such as paid vacations, sick leave, social-security bene- 
fits, or hospitalization. 

These statements show that not only were the minimum-wage re- 
quirements of the Fair Labor Standards Act ignored by contractors, 
but also those provisions regarding overtime and the 40-hour work- 
week. 

Such substandard working conditions are obviously undesirable and 
obnoxious to all members of organized labor, and for this reason we ask 
that your committee and the Congress of the United States retain 
Fair Labor Standards Act for the Canal Zone and if possible take 
necessary action to insure that it is fully enforced in the future. 

My associates and I wish to thank this committee for its cooperation 
in giving us the opportunity to present our case. 

Mr. Exiorr. Does that complete your statement, Mr. Blaney? 

Mr. Bianey. It does, Mr. Chairman. 

Mr. Extiorr. Thank you very much. 

The people who made the five statements that are attached are not 
present, are they ? 

Mr. Buaney. They are not; no, sir. 

Mr. Exxrorr. I'd like to ask Mr. Derrickson, a member of the com- 
mittee staff, before we ask you questions, to read one of these state- 
ments—either one of them—jusi so we'll have before us the — 

(Mr. Derrickson read the statement of Vincent C. Parker, dated 
March 15, 1956.) 

Mr. Ex.iort. I assume that this statement is representative, is it not, 
Mr. Blaney ? 

Mr. Bianey. Yes, sir. 

Mr. Extiorr. I want to call your attention to your statement, in 
which you say in the second paragraph: 

There is at present a case before the courts bringing suit against the Panama 
Canal Company for over $2 million for emoluments due members of our organiza- 
tion which were not paid. 

Does that refer to a suit under the Fair Labor Standards Act, or is it 
another suit of some kind ? 


Mr. Buaney. I don’t believe, so, sir, it is not based on the Fair 
Labor Standards Act. The employees are pilots of the Panama Canal 
Company, where fair labor standards do not apply. 

Mr. Exxirorr. Are there any suits that you know of pending against 
contractors under the Fair Labor Standards Act? 

Mr. Buaney. Not in the Canal Zone to my knowledge. I understand 
there are some in Panama. But—— 
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Mr, Exssorr. I’m asking a question; I don’t know. If you don’t 
know, you can say so. What the Panamanian courts have jurisdiction 
under that type of control I don’t know. 

Mr. Buanery. Neither do I. 

Mr. Exxiorr. And you make the point here at the bottom of page 2, 
under No. 1, that the economy of Panama would not be adversely af- 
fected but rather would be aided if the Panamanians earned more 
money and had more money to spend—correct ? 

Mr. Buanery. Yes, sir. 

Mr. Exxiorr. I think with only 1,200 possible employees who might 
benefit under the strict enforcement of the Fair Labor Standards Act, 
that you’d have to be stretching it pretty far to say there’d be a great 
deal of influence on the economy one way or another, wouldn’t you? 

Mr. Buanery. That is our opinion, sir. 

Mr. Exxiorr. How many people in the Republic of Panama? 

Mr. Buanzy. In the Republic of Panama, I believe it’s estimated to 
be approximately a million. They would not be all affected with this. 
The ones affected would be primarily those residing in the terminal 
cities of Colon and Panama. 

Mr. Exxiorr. And what is the population of Colon and Panama? 

Mr. Buaney. I have figures here for 1950, which were the latest I 
have been able to secure. It is estimated that these figures are now 
approximately double. In 1950 the population of Colon: 52,204; the 
city of Panama, including the suburbs, was, in 1950: 177,600. My in- 
formation is that they believe these figures are approximately doubled 
now, in 1956. 

Mr. Exxiorr. Add those two figures—454,000. Is that what the 
local population is estimated at ? 

Mr. Buaney. It is. 

Mr. Ex.tiorr. Has there been any recent increase in the minimum 
wage in this area ? 

Mr. Buanry. Not tomy knowledge. 

Mr. Ex.iorr. The actual minimum paid ? 

Mr. Buaney. So far as we have been able to ascertain, the minimum 
wage has never been considered here or applied. 

Mr. Ex.iorr. I’m not talking about the legal, full minimum. Has 
there been any increase in the actual minimum from 30 or 35 cents an 
hour, or 41 in the case of some contracts, to any higher figure in recent 
months? 

Mr, Buaney. I'd like to have Mr. Coate answer that question. 

Mr. Coates. I would say “No.” 

Mr. Extiorr. Still the same. 

Mr. Coon. I just want to ask a couple of questions. 

Mr. Blaney, when did you prepare this statement—last night? 

Mr. Buaney. Part night before last and pert last night. 

Mr. Coon. The reason I ask is that at least two-thirds seems to be 
in rebuttal to witnesses’ statements of yesterday rather than—— 

Mr. Buaney. What we heard yesterday changed our thinking a 
little bit. We were working on the same general idea when we were 
preparing our statement. ‘ 

r. Coon. And just what do you sag to prove with this docu- 
ment that we just read here signed by Mr. Vincent Parker? That was 
7 to 10 years ago that he’s talking about, and that’s quite a little while 
ago to use in testimony at the present time, isn’t it ? 
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Mr. Buanty. That one is. The remainder of them are more recent. 
Mr. Coon. I haven’t—— 


Mr. Buianery. One of the older—— 

Mr. Coon. Do you think that would have much effect. on the present 
time, being 10 years old—7 to 10 years old ? 

Mr. Buanry. Well, Mr. Coon, it would in this respect: Mr. Parker 
shows here that his rate at that time was 45 to 50 cents an hour. You 
will notice many of these are of much later; rates are still 45 to 50 
cents even after that lapse of 7 years. 

Mr. Coon. But his statement says he’d started at 45 a per hour) 
and terminated at 50 (cents per hour) and got in a lot of time and 
a half for overtime, and doesn’t make much complaint about it. I 
just wondered what you were trying to prove with that statement, 

Mr. Buaney. Well, that brings out one thing: that—frankly, now 
that I look—this is not one we got ourselves; this was given to us by 
another organization—but it shows the fair labor standards were not 
applied even at that date. The law has been in effect since 1938. 

Mr. Coon. What was the minimum in 1938—do you recall? I 
don’t have it. I believe it was 35 cents. 

Mr. Coare. 35 or 40—I don’t remember. 

Mr. Coon. So then it would be above minimum at that particular 
time. 

Mr. Fsare. Mr. Blaney, how many employees are represented by 
the Canal Zone Central Labor Union and Metal Trades Council ! 

Mr. Buangy. Approximately 1,100. 

Mr. Fsare. How many are y nos sail 

Mr. Buaney. All, with a very few exceptions. 

Mr. 4 gaRE. What would the few exceptions be—Panamanians, I 
assume 


Mr. Braney. I would like to have President Hatchett answer that 
question. 

Mr. Harouerr. We have in the Canal Zone Government schools 
two organizations of teachers: One, the Latin American system and 
the other the United States system. In the United States system 
schools, we have several Panamanian citizens teaching—same status 
as the United States citizen teachers—and they are members of the 
teachers’ organization in most cases. I’m president of the Balboa 
Teachers Association. At the present time, there are about 163 mem- 
bers. About 12 of them are Panamanian citizens. 

Mr. Fsare. Does your organization actively engage in negotiating 
wage standards with your employer ? 

Mr. Buaney. They do. 

Mr. Fsare. What was your membership, say 5 years ago? 

Mr. Harcuerr. Five years ago—about 1,500. The membership in 
the organization of the past 25 years—I have been secretary until 
this year, and I am now president—has fluctuated from 1 up to 
1,500. At one time, during the war, it probably got up to 1,800. 

Mr. Fsare. Does your organization, as a matter of policy, prefer 
that the minimum wage be established by statute in the Panama Canal 
Zone, or would you prefer that it be established by, let’s say, an in- 
dustry committee, such as Puerto Rieo enjoys at the moment? 

Mr. Harouert. As president of the organization, I would say we 
prefer it by statute. 
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Mr. Fsare. Negotiatang with your employer, is it a matter of wage- 
hour negotiation for the most part, or fringe benefits ? 

Mr. Hatcuerr. Both. Of course, in negotiation, Mr. Congressman, 
you have to realize working for the Government, negotiation is entirely 
different from private industry. About all you can do is convince. We 
find, in most cases, that the people of our administrative group are rea- 
sonable people. It is a matter of bringing the facts to their attention, 
then of arguing rights and justice. Should this fail then perhaps 
even going to you people in Congress to get the proper legislation. 
It’s not the same as setting down with—say General Motors—and say- 
ing, “You do this, and we will do this.” We do not have the power 
to strike to back up our arguments. We are all Government workers. 
All of our organization members have signed no-strike pledges with 
the Government, which we believe is a correct procedure. So we have 
nothing more to negotiate with than argue and convince that we’re 


right. 

Mr. Fsare. What percentage of your membership would be earning 
less than $1 an hour 

Mr. Coats. There would be none of our membership earning less 
than $1 an hour—full-time employees. 

Mr. Derrickson. Mr. Blaney, I assume you’re aware of the fact 
that your representative in Washington, Mr. Munro, testified before 
this committee. 

Mr. Buaney. We are. 

Mr. Derrickson. How much contact do you have with Mr. Munro? 
Does he get back frequently ? 

Mr. Bianry. When Congress is not in session, Mr. Munro returns 
to the Canal Zone and works at his regular job in the Electrical 
Division. 

Mr. Derrickson. Oh, he is an employee ? 

Mr. Buianery. He is an employee of the Panama Canal Company. 

Mr. Derrickson. And does he get leave in each year? 

Mr. Bianey. He does—leave of absence without pay if he don’t have 
annual leave—however he has very little annual leave each year. 

Mr. Derrickson. Then you were aware of his testimony and his 
position before you testified ? 

Mr. Buaney. His position and testimony are based on instruc- 
tions which our body give to him. 

Mr. Derrickson. I see. I wanted to get in the record what the 
relationship was with Mr. Munro. 

d or: Exuiorr. Who was the other representative of labor that testi- 
ed 

Mr. Derrickson. As I recall, Mr. Chairman—TI don’t recall his 
name—he represented what he said was organized labor of non-United 
States citizens in the Republic of Panama—or all employees outside 
the Canal Zone. 

Mr. Exsiorr. Now, Mr. Hatchett, you’re listed here as the presi- 
dent of the organization. Does that mean that you are the president 
of the Central Labor Union-Metal Trades Council ? 

Mr. Harcnert, Yes. ; 

Mr. Exrorr, What are the metal trades—— 

Mr. Hatenerr. Dual organization—groups that work in Navy 
yards—but here we have a special jurisdiction from the American 
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Federation of Labor and the metal trades department of the AFL that 
take in all groups—for example, the skilled trades, teachers and postal 
employees and all. It’s really one organization. We have a dual 
charter, but we don’t divide the duties strictly as they do in the United 
States. In Navy yards in the United States, you wouldn’t find teach- 
ers and postal employees belonging to a metal trades council. 

Mr. Exxiorr. And your profession is teaching ? 

Mr. Harcuerr. That’s right. 

Mr. Exxiorr. And where do you teach ? 

Mr. Harcuerr. At present, instructor in mathematics in the Canal 
Zone Junior College. Regular instructor for years—normal duties— 
in Balboa High School. Been teaching since 1931. 

Mr. Exxiorr. You have been a teacher here since 1931 ? 

Mr. Harcuert. Yes, sir. 

Mr. Exxiorr. Well, is it your judgment that the minimum-wage law 
of $1 should be put into effect immediately in the Panama Canal Zone 
and continued in effect ? 

Mr. Harconerr. It is, Mr. Chairman, for the simple reason it’s a 
law in the book; and we feel if it’s a law in the book, it should be 
applied. We feel Congress has gone to the deliberation of setting 
up a good law and see no reason why anyone should bypass it. 

Mr. Extiorr. Has that been your feeling all along since the Fair 
Labor Standards Act was passed in 1938 ? 

Mr. Harcuerr. Yes. 

Mr. Exsztorr. And that’s true even though it has not been enforced 
in the—— 

Mr. Harcuert. I’d say I have seen no evidence of it. 

Mr. Ex.u1torr. Why do you prefer a statutory minimum to an ad- 
ministrative minimum ¢ 

Mr. Harcuetr. We have found in negotiation that if there’s a stat- 
utory minimum, there’s a better chance of getting it enforced. We 
have found in the past in negotiation, in this locality, there’s a ten- 
dency to push down rather than push up. I base my opinion simply 
on past experience. 

Mr. Ex.itorr. A arcnaae f minimum would give you a sort of but- 
tress for your negotiations 

Mr. Hatouerr. I can only speak, Mr. Chairman, for my own per- 
sonal case. We've found that we have gained through negotiation 
with officials of the Panama Canal that pay us our wages, by pointing 
to the benefits Congress has set up for similar areas. 

Mr. Exiorr. In other areas? 

Mr. Harcuert. To put it bluntly, I’d rather take my chances with 
Con than getting indu: negotiators. 

r. Ex.aorr. I think lots of people feel that way. 

Mr. Fsarz. Do I interpret your statement to mean that you would 
rather—as a labor organization—you would rather negotiate with 
Congress than you would with your employer? 

Mr. Hatcuerr. In this locality, we think that the statutes that’s 
on the books have proven more beneficial in the past than negotiating 
locally. 

Mr. F sarge. I don’t believe that. answers my question. I’m asking: 
Were om prefer to negotiate with Congress rather than your em- 
ployer 





MINIMUM WAG&S IN CERTAIN TERRITORIES, ETC., OF THE U. 8. 437 


Mr. Hatcuert. That’s right. 

Mr. F sare. Do you realize that there is a distinct possibility under 
such circumstances, that the existence of a free labor union would be 
impossible under those circumstances ¢ 

r. Hatonerr. As in the United States. But, as I pointed out in 
the beginning, that the conditions of free labor organizations on the 
Canal Zone is entirely different; because, for the first place, in man 
cases—in the case of the Canal Zone Government—the money that’s 
being spent for labor has to be appropriated by Congress. 

Mr. Fsarz. Under such circumstances, will you not agree that a min- 


imum wage could very easily become a maximum wage under those 
circumstances ¢ 


Mr. Hatcnerr. Yes. 

Mr. Fare. Would you prefer that ? 

Mr. Hatcuerr. We would, at the present, have to take our chances. 

Mr. Coon. You said that this law, as it applied to the United States, 
would be helpful down here; but the purpose of this subcommittee is 
to see whether we should exclude the Panama Canal from the same 
laws as are applied in the United States because there’s so much dif- 
ference in many parts of it. So you’d like to have the law applied in 
the United States applied down here, with or without admitting that 
there’s a lot of difference down here from the United States? 

Mr. Hatcuerr. That’s right. 

Mr. Coon. Then perhaps we should make some changes in its appli- 
cation down here. 

Mr. Hatcuerr. No; I won’t agree with that, Mr. Congressman. 
Fundamentally, there are differences; but, there are not enough to 
justify that. 

Mr. Coon. Well, we think there is, or we wouldn’t be down here 
studying—or we think there’s a chance, or we wouldn’t be studying it. 

Mr. Exssorr. Mr. Damiani, you haven’t said anything. Do you 
have information to give the committee ? 

Mr. Damtant. Well, I wouldn’t like to submit my information in 
the line of answers to question, if I may. I have got enough, I believe, 
here for 3 days. 

To answer Congressman Coon’s question, I believe that due to our 
geographical location here, the Americans are set up like in a show 
window: We have not only transit people coming through here; we 
have all these tourist ships from all parts of the world. They look 
around and they visit our towns, spend efternoons with our people, 
make friends with them; they see how we live. Not only that, they go 
across the line in the Republic. They see in there how we treat our non- 
citizen employees. They visit with them and talk to them. I feel that 
we are not asking for anything. There’s a law, and we feel that that 
law should apply. I, for one, cannot see how it’s going to disrupt the 
economy of Panama in any way whatsoever. I believe the contractor 
has made the statement it would break him—not the economy of Pan- 
ama. 

Mr. Coon. I don’t want any debate back and forth, but the argument 
you made is the same argument they made in Puerto Rico—for the 
fact they didn’t want the minimum wage; they wanted it negotiated 
by an industry committee. And they cited examples of countries 
to see how it was working and they patterned it after them. And 
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they thought the industry-committee would establish whatever is the 
resent level for that industry. So we’re making the same argument 
or a different—— 

Mr. Damiani. I imagine you realize as Government employees we 
have no bargaining power whatsoever. If I don’t like the conditions 
here, I can resign my job or things of that sort. We have no bar- 
gaining power. As Mr. Hatchett says, we meet with the administra- 
tion here very informally. Say 75 percent of the time we get what 
we want. But in this case, we feel that a statute which is in 
effect—why should we gamble that we may get or not get that law? 
We have the law and think it should apply. Any good labor man 
would feel that way. 

Mr. Coon. Isn’t it true, as a member has already stated, that there 
is not a one in your union not getting $1 an hour ? 

Mr. Damiani. That’s true. 

Mr. Buaney. May I say a word, please? Because I think I can help 
answer Mr. Coon’s question. Comparing Puerto Rico to the Canal 
Zone, in the Canal Zone we have very little private industry, as such, 
that the fair labor standards would apply to. Everything in the Canal 
Zone is operated by either the Canal Chiapas or the Canal Zone Gov- 
ernment. We do have the oil companies, the banks, steamship agen- 
cies that this would apply to. In Puerto Rico, they have the private in- 
dustry the same as you have in the United States that need to be regu- 
lated. So their problem and ours are completely different. 

Mr. Extiorr. Anything further, Mr. Damiani? 

Mr. Damtant. No; I will leave my colleague get a chance. 


Mr. Coats. Mr. Chairman, just one ager comes to my mind. It’s 
y 


somewhat like Will Rogers—know only what I read in the papers. 
On the testimony given about disrupting the economy of Panama to 
enforce an economic wage bill, I don’t see how—according to the figures 
we have prepared, approximately there might be a million and a half 
dollars annually involved—how that’s going to disrupt the economy 
any more than turning around and doing work by contract. In other 
words, the contract money must be going over into the Republic; so 
if increasing the working man’s sg is going to disrupt the 
economy, why hasn’t the contract work being done by contractors from 
the Republic of Panama already disru it? money must be 
going over there. I can’t tie the two together. I can’t see where it 
would possibly disrupt the economy. I can see where it cannot fail 
to help the economy of Panama by giving more spending power. 

Mr. Ex.rorr. You make the point that increased wages to the Pana- 
manians who work for contractors who perform contract work for 
the Canal Company or for Uncle Sam over here in the Canal Zone 
would only have the effect of aiding the economy of Panama a bit 
rather than disrupting it? 

Mr. Coats. That’s right. 

Mr. Exzrorr. Now, somebody has made the point here that there 
is lots of unemployment in Panama. Isthat true? 

Mr. Coats. That’s true. 

Mr. Ex1orr. Do ee have any figures on that ? 

Mr. Coarer. The latest figures we could get from official Republic 
of Panama were again in 1950 along with the population. The city of 
Panama had 12,000 unemployed in 1950, and they tell us that now it is 
roughly 25,000. 
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Mr. Exiuorr. You say that the city of Panama here has 25,000 people 
unemployed. And on the basis of the population in 1950, 25,000 would 
be 10 — unemployed ; of if the figures have increased to 454,000, 
then the unemployment would be about 5 percent—is that correct ? 

Mr. Coats. Yes, sir. 

Mr. Buaney. Those original figures, Mr. Chairman, were for the 
cities of Colon and Panama, which at least doubled, and probably 
more. So that would increase your 5 percent considerably. 

Mr. Fsare. Is your organization contemplating or planning, or is 


it even a desire of your unit, to move into the Republic of Panama and 
set up labor organizations there ? 


Mr. Buaney. We have no intention of that. 

Mr. Fsare. Is it possible? Is it contrary to the constitution or 
your bylaws or policy as such to attempt to organize beyond the bound- 
aries of the Canal Zone ¢ 

Mr. Braney. Our policy as set forth in our charter from the 
AFL-CIO is organize labor in the Canal Zone only. 

Mr. Fsare. The reason I ask this question is 2 or 3 times this morn- 
ing it has been pointed out that no member of your organization re- 
ceives less than the minimum wage. Then obviously your intent and 
purge here this morning is to protect laborers other than your mem- 

ers. Wouldn’t it be wise and good and in the best interest of all if 
labor organizations were organized to accomplish this thing rather 
than to do it by the means that you are attempting to ask this com- 
mittee to do it this morning ¢ 

Mr. Harcuerr. May I answer that in saying that the labor organiza- 
tion on the Canal Zone is constantly doing things for the unorganized 
people—not only the non-United States citizens but the citizens them- 
selves. When we negotiate and obtain benefits, it applies to everyone, 
whether members mem organization or not. ‘And. we have people 


coming to us constantly, not oat in the Central Labor Union-Metal 


Trades Council but in these smaller unions that make up the Central 
Labor Union, that want things done and if they can convince us they 
have personal problems, we don’t say, “No.” We have very friendly 
relations to other organizations on the Canal Zone that are not neces- 
sarily labor unions, but all work for the same thing: better wages, 
better working conditions, not only for the United States citizens, 
which comes first however, but for everyone else. 

Mr. Fsare. I appreciate your answer and I understand how you feel. 

I’m a great person to believe in participation, and I also am appalled 
when some else tries to tell me what todo. And it is always in the 
realm of possibility that in the zeal to do good, you may be acting in 
the opposite direction as they see it and as they believe. And I be- 
lieve any time a group of peop wants to accomplish something in the 
field of raising social status, there should be a participation. 

Mr. Harcuert. Like the time when my father was paddling my bot- 
tom and said, “I’m doing this for your own good,” I doubted that it was 
doing good. So sometimes what we are doing we conscientiously think 
we are doing for the good of the person but I don’t know whether 
the other n feels good. Maybe later find you were wrong. We, of 
course, debate whether right or wrong. In our opinion, we are right. 

Mr. Fsare. I’m sure you believe you’re right. And I hope to 
heaven that never comes the day when we can see the destruction of a 
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free labor union. But it’s within the realm of possibility, and I think 
the approach that you people are suggesting this morning is in that 
direction. That’s all. 

_ Mr. Coats. I would like to answer the Congressman’s question a 
little bit, too, there. You must remember that as employees of the 
United States Government or its agency, we often feel that disrupting 
into the politics or possible activities in another country is not our 
realm. However, the American Federation of Labor-CIO does have 
its Latin American representatives in the Republic of Panama and 
other areas. 

Mr. Fsare. Will you explain that for me, please ? 

Mr. Coats. Mr. Ronualdi (Serafino Ronualdi), Latin American 
representative, AFL-CIO, is now in charge in connection with the 
Latin American Labor Union in Panama and the other Latin Ameri- 
can countries. The Latin American countries have their organized 
labor groups also. 

Mr. Fsare. Affiliated ? 

Mr. Coare. That’s right. 

Mr. Fsare. I understood a moment ago in answer to my question 
that it is not a policy or purpose to participate outside. 

Mr. Coats. Not affiliated with our local unit—affiliated on an inter- 
national level, 

Mr. Fsare. Headquarters where, for instance ? 

Mr. Coats. Out of Washington—the Latin American branch. 

Mr. Fsare. I couldn’t quite understand when someone said that you 
are not interested or the purpose is not trying to organize laborers in 
the Republic of Panama. And you still do not; is that correct? 

Mr. Hatcuerr. What we mean by that, this level, this particular 
organization—it is not their authority or jurisdiction for this, to take 
it upon themselves organizing the Republic of Panama. But the 
parent body has its machinery for that work. But we, the Canal Zone 
Central Labor Union and Metal Trades Council have nothing to do 
with that work. 

Mr. Fsare. Not within your jurisdiction. But as you, individu- 
ally—would you like to see organized labor exist in the Republic of 
Panama ? 

Mr. Harcuert. Yes. 

Mr. Fsare. Is there any effort on the part of the international or- 
ganization to accomplish that ? 

Mr. Coat. That’s right. 

Mr. Fsane. Is there an effort at the moment being made here in the 
Republic of Panama? 

Mr. Coate. That’s right, sir. 

Mr. Fsarr. Who’s doing it? You have representatives here now? 

Mr. Coate. No, not at present. 

Mr. Fsare. Have you had? 

Mr. Coates. Yes, sir. 

Mr. Harcrerr. We do that for no other purpose than to protect the 
United States way of life. We found out that if we don’t go in and 
do something for these people, that those countries who are trying to 
break down the United States way of life are going to organize. In 
fact, at the beginning, that was one of the reasons we got—— 
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Mr. Fsarv. Now you are making the point that I have been—— 

Mr. Harcnerr. If we don’t, there is a new group going to go take 
them over and use their potential power to set them up against the 
United States. And I think the application of this valuable act will 
— any country who tries to offset the way of life of the United 

ates, 

Mr. Fsare. It was a Spore to agree with you up until you changed 
your tone at the end. I think we’re selling deeee people out when we 
establish labor relations by statute and deny them the privilege of do- 
ing it by organized negotiation with their employers. roe a I hope 
that we can see in the Republic of Panama—and I hope one day every 
country in the world—where free organized labor can negotiate and 
raise the standard of living by the means that labor has accomplished 
in the past years, and not have to revert to legislation which will make 
a@ minimum wage a maximum. And that is what can happen, and I 
poms it never happens. 

r. Damiant. I'd like to inject one further thought: We have no 
ulterior motive. As Mr, Hatchett said, we are trying to raise them 
7 somewhere near our standard of living. If we don’t, we are gradu- 
ally going down to their standard. 

Mr. Fsare. Right. 

Mr. Damiani. It’s been in effect within the last 2 years—the Ameri- 
can standards are being brought down to their standards. And we will 
fight that from now to doomsday. 

Also, we have not gone across the border and organized because we 
are covered by Logan Act. Labor unions are not crossing the border— 
and anybody who says they are, they’re not—we are prohibited from 
going into any politics in a foreign country. That is why we are going 
up to the Washington level—to come down here an organize these peo- 
P e. They need help, and this is one way we feel we can bring them up a 

ittle bit. We feel the statute in this case is justifiable. I’m quite sure 
eventually they will be for a gaining manpower somewhere along the 
line; they will not be satisfied with this minimum. But I wanted to 
impress with you we have no ulterior motive. 

believe the Congressman took us to task on that. We are prohibited 
in a lot of ways from doing that. 

Mr. Fsare. I’m going to avoid making a speech; it would be very 
easy atthe moment. But I hope that your interested organization will 
exercise every possible effort to do something about that labor in the 
Republic of Panama; and then I think—and I am sure you will 
agree—that the standard of living of those people will increase far 
greater and more rapidly than if they depend on Uncle Sam. 

Mr. Damiant. Lagree. dathad 

Mr. Exxiorr. Just for my information, how far has organization of 
Panamanian workers progressed ? 

Mr. Damtant. It has been at a point where they had better than 
5,000 dues-paying members. I believe that took in all the Armed 
Forces, Panama Canal. It has dwindled down to a status where they 
are in jeopardy of losing their charter in the washington international. 

At. one time, an organization came in here an took over at a 
very bad time. She stepped in and the people were just ripe for this 
group to.take them. It took a lot of effort of a lot of people to drive 
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them out of here, which we were very successful in doing. We are 
watching this very closely. We are making plans to see that somebody 
picks them up—somebody with our viewpoints and our feelings. 

Mr. Coats. (To Mr. Elliott) I believe you meant over in the Re- 
public of Panama itself ? 

Mr. Exuiorr. Yes. 

Mr. Coare. I don’t know, myself, what the membership is. I have 
been given to understand that in one craft field they’re fairly well or- 
ganized ; and the rates of pay, I have been given to understand, for that 
craft are even higher than that paid in the Canal Zone. 

Mr. Exasorr. What is that craft? 

Mr. Coats. I understand plumbers. 

Mr. Damiani. I understand the bartenders are waiting for a charter 
from the Government. Taxicab drivers have been organized; they 
a made progress within the last year—which they have never had 

efore. 

Mr. Exurorr. Thank you, gentlemen, very much for bringing this 
information to the committee. 

Our next witness is Mr. R. M. Lovelady, national vice-president, 
American Federation of Government Employees. 


STATEMENT OF R. M. LOVELADY, NATIONAL VICE PRESIDENT, 
AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES, AND AN 
EMPLOYEE OF THE PANAMA CANAL COMPANY 


Do you have a written statement, Mr. Lovelady ? 

Mr. Lovetapy. I do not, Mr. Chairman. I merely wish to make a 
few oral remarks, with the committee’s permission. 

Mr. Exxtorr. You may proceed, Mr. Lovelady. 

Mr. Lovexapy. First of all, Mr. Chairman and members of the com- 
mittee, my name is R. M, Lovelady. I am national vice-president of 
the American Federation of Government Employees. Our head- 
quarters are located in Washington. And I speak today as a national 
officer, binding the entire American Federation of Government Em- 

loyees. 
Z Our federation believes in enforcement of the minimum-wage stand- 
ard wherever it is applicable. The minimum-wage law has been appli- 
cable to the Panama Canal Zone for several years. It has never been 
enforced. 

Some 6 or 8 years ago, when the 75-cent minimum was enacted, sev- 
eral of the steamship companies had dock workers that handled their 
cargo on and off their ships. That was particularly true at our Atlan- 
tic terminal jn Cristobal. They feared at the time, that we were going 
to have to pay the 75-cents-an-hour minimum to their dock workers ; 
and in order to avoid that, they got the Panama Canal to take the dock 
workers over on the canal rolls and perform the work for them and 
bill them for the work performed. at was one way of evading com- 
pliance with the minimum-wage law. 

Mr. Chairman, you have made the point this morning that with only 
approximately 1,200 contract oa sy” hap involved, that it would be 
stretching it quite a lot to influence the economy of Panama one way 
or the other. Our federation agrees with you. But we believe that 
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that would have a salutary effect and that it might snowball itself 
eventually into bringing others up and ultimately result in good for 
the Republic of Panama. 

The contracting out that has gained momentum in the last 4 or 5 
years here on the Canal Zone has resulted in loss of jobs to a substan- 
tial number of so-called local-rate or noncitizen, employees, and to a 
lesser extent American citizens who have lost their jobs because of 
contracting out this work to the contractors. It issimply a matter from 
our viewpoint that we are trying to protect the jobs of these people. 

I’m sure that you gentlemen agi some Paull 3 2 of section 638, 
which got into an appropriation act last year at the insistence of the 
American Federation of Government Employees; and as long as that 
section remains law, the Government cannot contract out work that 
has been done by the Government during the immediate preceding 3 
years without permission of the Appropriations Committee of Con- 
gress, That has aided us greatly in the last year in the States in losing 
our employees because of contracting out work. 

So we believe that a minimum-wage standard should apply here in 
the Canal Zone. My federation ae rather see it applied by statute 
rather than by some wage-board process. However, we would not 
object to a wage-board process as has been mentioned several times, 
especially by Mr. Coon, providing regulations are set up so as to en- 
force it. We are fearful that in any wage-board process, that manage- 
ment would simply negotiate and when they reached a certain point, 
say, “We don’t want to hear any more—we don’t have to do it”—and so 
nothing is done. I don’t say that that is often the case here, but it is 
often the case among some agencies of the Government where manage- 
ment simply does not like to deal with employee representatives—the 
unions. 

Now, if the Congress—if the gentlemen in the Congress—can come 
up with some system whereby wage-board or area-board processes can 
be set up and insure that the representatives of the worker will have 
the right to go out and sit down with then and bargain with them, my 
federation would agree to that. But as long as we have a statute that 
forces management to do that, then we feel that we’ve got some guar- 
anty that we will be heard. 

y way of digressing, there is now before the Congress a so-called 
union-recognition bill that we’d like to see you gentlemen write into 
law to force management officials of Government agencies to bargain 
with employee representatives in all conditions affecting employment, 
wages, grievances, promotions, and so forth. I am glad to say that 
in the organization with which I am employed—namely, the Panama 
Canal Company—we have been given that right years and years ago. 
We go and sit down with the Governor and his officials and we nego- 
tiate with them; and, as it has been pointed out here by previous wit- 
nesses, we come up most of the time with a, say, compromise. 

Some 6 or 8 months ago, I was invited to be the guest speaker of the 
Colon-Cristobal Rotary Club; and during the course of that meeting— 
and I was told by Panamanian representatives at the meeting that in 
the city of Colon there were approximately 22,000 unemployed at that 
time. That represented 25 percent of the population. In the city of 


Panama, there were approximately 30,000 unemployed at that time. 
And it’s getting worse. 
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Mr. Exxiorr. Well now, Mr. Lovelady, those figures are a good deal 
different than those we just had about unemployment. 

Mr. Lovetapy. Thats’ why I want to make the point at this time, 
Mr. Elliott. 

Mr. Exxiorr. You say there are in the city of Panama perhaps 30,000 
unemployed at the present time. And 30,000 out of 450,000 would be 
what percentage ? 

Mr. Lovetapy. Well, Mr. Elliott, if I may be permitted, I believe 
the 450,000 is too large. My personal opinion is that in the city of 
Panama and its suburbs that there are not more than 275,000. And 
those figures are based on estimates that I have seen in recent months in 
a little news digest that is put out once every day by our own public- 
information office here, which is a translation from Spanish into the 
English from some of the Panama newspapers. So I would say that 
10 pebger of the population of the city of Panama are now unemployed 
and in the city of Colon some 20 to 25 percent. Now, the figures of 
Colon are based strictly on those given to me by representatives of the 
Colon Rotary Club some 6 months ago. 

Now, one other point, Mr. Chairman, if I may: It has been the 
practice of some agencies to consistently give as little as possible to the 
employee—in other words, ultraconservative when it comes to giving 
something to the employees. Now, oftentimes they will take a statute 
even and they will look at it with the idea of how little we can give and 
get by with rather than what is fair and reasonable under the statute 
or what does the statute actually call for. 

Now, without derogation of anyone, I’d like to cite you an example 
of that. The “fringe-benefit law,” Public Law 763 of the 83d Con- 
gress, provided certain fringe benefits for Federal employees. Among 
these benefits was overtime at the rate of 114 times the basic rate of 
pay up to the minimum basic entrance rate of GS-9. Here on the 
Canal Zone, we customarily receive 25 percent more than is paid for 
similar work in the United States. That 25-percent differential has 
traditionally been basic compensation here. We pay income taxes on 
it; retirement deductions are taken on it; night differential is paid on 
it; and it is also included in our basic compensation for the purpose of 
determining what our group life insurance would be. When that law 
went into effect on November 7, 1954, it was ruled here on the Canal 
Zone that the minimum basic rate of GS-9 in the United States was 
the highest on which overtime compensation would be paid at the rate 
of time-and-one-half. Just last week, received word that the Comp- 
troller General had ruled to the opposite—says that the 25 percent 
should be included in computing the overtime rate here on the Canal 
Zone. That’s illustrative of what I am talking about—of sometimes 
an agency leaning over backwards in giving the employees as little 
as they can possible get away with. 

So in concluding, Mr. Chairman, the American Federation of Gov- 
ernment Employees supports the retention of a minimum-basic-wage 
law on the Canal Zone. 

Now, if I may go just a step further, I’d like to leave the thought 
with the committee that the Panama Canal is a permanent installation. 
Work was begun on this canal on May 4, 1904, and the Canal was 
opened to ocean commerce on August 15, 1914. Those areas that we 
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have overseas in North Africa and some of the other areas, to my 
mind, are temporary—so long as the “cold war” is going on. So I 
think that Congress might well write a law applying the minimum 
wage to a permanent installation such as this and not applying it to 
other, less permanent installations. I believe that the Congress might 
well keep in mind that this is a permanent installation and, insofar 
as I know, there is nothing in anyone’s mind of giving it up, ever. 

Mr. Exxiorr. As a matter of fact—I guess you’re familiar with the 
fact that a few years ago—lI believe it was a committee of the Con- 

that studied the canal and came up with a report that the canal 
ought to be enlarged and maybe deepened and other things done to it, 
at a cost of $214 billion, to modernize it. Are you familar with that 
report ? 

r. Loverapy. That’s right, Mr. Chairman. We at one time had a 
special engineering division set up here for the purposes of studying 
the feesibility of enlarging the Panama Canal, and that was set up in 
about 1939. War came along and material was scarce and they sus- 
pended operations until after the war. And, of course, the war brought 
on the atomic bomb. And when they resumed their studies after 
World War II, then they came up with the idea of a sea-level canal, 
and a report was ovohatiy made to Congress and is now resting some- 
where on the shelves of the Merchant Marine and Fisheries Com- 
mittee, House of Representatives. And as you say, I believe the esti- 
mate of cost would be approximately $214 billion—and would require 
something like 10 years for completion. 

Mr. Exxitorr. I mentioned that as indicative of the fact that this is— 
the Panama Canal Zone has a different character from the perhaps 
es bases that we have in some other parts of the world. 

r. Lovetapy. Yes, sir. I believe the committee—every member of 
the committee—perhaps knows that our treaty, under the treaty with 
Panama, we have jurisdiction over the Panama Canal in perpetuity— 
not 99 years, as some people think— it’s in perpetuity. 

Those are the only notes that I have, Mr. Chairman and members 
of the committee. I shall be glad to try to answer any questions in 
the minds of the committee. 

Mr. Coon. Mr. Lovelady, I want to first thank you for your testi- 
mony, and then to tell you that I’m happy to learn that you’re from 
the same congressional district as our distinguished and capable chair- 
man, who, I think, is doing a very conscientious and able job on this 
committee to try to get a right and correct answer to the problem. 

Mr. Fsarg, I notice you mentioned the rather important point of 
the unemployment existing in the Republic of Panama. Do you do 
that as an argument in behalf of enforcing the minimum wage of $1 
an hour in this area. 

Mr. Lovetapy. No, sir, I don’t, Mr. Fjare. I don’t see how an argu- 
ment of that kind could support a minimum wage. Because obviously, 
in my mind, when there’s a great unemployment problem, you don’t 
need to pay as high wages, because you have got—— 

Mr. F sare. Would you possibly then agree that the enactment and 
the enforcement of a dollar-an-hour minimum wage in the Canal Zone 
may result in additional unemployment in the Republic of Panama? 

Mr. Lovetapy. Conceivably so—but very slight, I would say. Of 
the 1,200 that we have—if all the contractors would go out, would only 
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throw approximately 1,200 unemployed back into Panama, and that 
would be a very small percentage as compared with the overall total. 

Mr. Fyare, A step in the wrong direction, however ¢ 

Mr. Lovetapy. Yes, sir. On the other hand, it could conceivably 
be that might have the effect of influencing some of the employers in 
Panama to raise their wages there. 

Mr, Fsarz. Would that by any means decrease unemployment in the 
Republic of Panama ? 


Mr. Lovetapy. Not that I can see. 
Mr. Fsare. I agree. 


Mr. Ex.iorr. Mr. Lovelady, on behalf of the subcommittee, I want 
to thank you for the information you have brought the committee. 
And I would like to say also that it is with considerable pride that I 
realize that a citizen of good old Winston County has attained the 
prominence that you have among your fellows here in the Panama 
Canal Zone. Thank you very much for your help. 

Mr. Lovetapy. Thank you, Mr. Chairman and members. 

Mr. Exuiorr. We have concluded hearing the witnesses who signi- 
fied their desire to be heard. On behalf of the committee, I want to 
thank all of you for the many kindnesses and courtesies that you have 
shown us. 

Colonel Arnon. I’d like to hand you one page of statistics from 
which I read quite extensively yesterday so that you might have it in 
the record. 

Mr. Extiorr. Without objection, this statement of “Construction 
and maintenance work” will be made a part of the record immediate] 
following appearance of Colonel Aes yesterday afternoon, at which 
time he gave three other compilations of figures dealing with work 
on the Panama Canal Zone here. 

(The statement is inserted accordingly.) (See p. 386.) 

Mr. Exxiorr. I'd like to say, on behalf of our subcommittee here— 
and I’m sure I speak the sentiments of all of us, and together with 
our staff assistants who have accompanied us—that we appreciate the 
many kindnesses and courtesies that have been shown us while we 
visit>d here. We appreciate the cooperation given us by the witnesses, 
by the officials, particularly by Governor Schull and members of his 
staff, the courtesies shown us by the contractors who appeared and 

ave information, the courtesies shown us by representatives of the 
abor organizations in this area who appeared and presented testi- 
mony, the courtesies shown by representatives of the non-United States 
citizen laborers who work on contracts performed here on the Canal 
Zone. We want to thank the members of the press for the fine cover- 
age they have given our hearings here. j 

Mr. Coon. Mr. Chairman, = have very ably expressed my senti- 
ments; and I would, if possible, like to double what you said. 

Mr. Fsare. Mr. Chairman, I not only regret that I have found no 

ast, present, or active constituents from my district since I have been 
vere, but that I have found only one person who has ever been there. 
But I have certainly enjoyed this opportunity to come to Panama—a 
delightful experience and a delightful place. And I trust.and I hope 
that this committee and all the committees that follow at future dates 


will arrive at wise, proper, and beneficial conclusions and legislation 
for the benefit of all. 
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I wish to thank everyone for their wonderful cooperation that has 
been shown this committee. 

Mr. Exxiorr. Thank you, and I want to say to you that the type of 
citizenship that has been exhibited here is very fine. I know of no 
area of the States where citizens take a greater interest in public mat- 
ters such as congressional hearings than you have exhibited here. 
Your citizens’ committee—your citizens’ group—went to great trouble 
at our request on yesterday to come here yesterday afternoon when 
they planned to come this morning, and we appreciate very much its 
consideration of our request. 

The subcommittee will stand adjourned now subject to its meet- 


ing in Washington at 10 o’clock, in room 429, Old House Office Build- 
ing, Wednesday morning. 
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Houses or REPRESENTATIVES, 

SvuBcoMMITTEE OF THE CoMMITTEE ON EpucaTIon AND LABO 

Washington, D.C. 

The subcommittee met at 10: 10 a. m., pursuant to recess in room 429, 
Old House Office Building, Hon. Carl Elliott (chairman of the sub- 
committee) —s- 

Present: Representatives Elliott, Roosevelt, Coon, and Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Kennedy W. Ward, assistant general counsel; and Russell 
C. Derrickson, chief investigator. 

Mr. Exxiorr. The subcommittee will be in order. 

My friends, I want to say this morning first that we are happy as a 
subcommittee to have as our guests today representatives of three high 
schools in the Seventh Congressional District of Alabama, which is the 
porns that I have the honor to represent in the Congress of the United 

tates. 

First, we have Mrs. Gladys Jennings, the very able sponsor of the 
senior class at Hamilton, Ala., some of the members of which are 
sitting with Mrs. Jennings at the end on my right here and some of 
the members of the class at the committee table. Another sponsor 
present is Mrs. Thornton. 

Then we have representatives of the Locust Fork High School in 
— County, Ala., represented by Bryce Marsh, Miss Read, and Mr. 

ohnson. 

Then we have representatives of the Winfield, Ala., High School 
represented by Benito Ward, the president of the class and his associ- 
ates, Bob Berryhill, Irene Taylor, and Ruby Watkins. 

I want to say to these visitors and all our guests that we appreciate 
having them with us this morning. I have been very happy that the 
high-school people of our part of Alabama have begun to visit Wash- 
ington in increasing numbers now as the years go by. I think we 
have four different high school senior classes now in the city from the 
Seventh Congressional District of Alabama. When I was first elected 
to Congress we only had a couple of senior classes visiting the Capitol 
each year. Now there are 10 or more. 

Somebody has asked me if members of these classes who have small 
cameras could make pictures as we proceed with these hearings, and 
my colleague, Mr. Fjare, from the Second District of Montana, and I 
have conferred about the matter and he says he has no objection. Of 
course you boys and girls on whose parents I depend for my votes 
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know I have no objection, so if you want to make any pictures please 
feel free to do so. 

This subcommittee which was appointed to study proposed legisla- 
tion with respect to the application of the Fair Labor Standards Act 
to some of our Territories, possessions and overseas areas, has up to 
this date held 11 days of hearings. A portion of these hearings has 
dealt with the problems of the application of this law to the Panama 
Canal Zone. Two witnesses appeared before the subcommittee here 
in Washington and, as a result of their testimony, the subcommittee 
decided that in order to get full information it should visit the Canal 
Zone to receive testimony from representatives of groups in the zone 
and to see the conditions there at firsthand. 

The subcommittee held heari in the Panama Canal Zone on 
Friday and Saturday of last week, Witnesses appeared represent- 
ing the Canal Zone Government, the Panama Canal Company, the 
Army, the Navy, the Air Force, contractors who operate in the Canal 
Zone as a result of Government contracts, employee groups, and labor 
unions of the Canal Zone, and also a group which represents the citi- 
zens of the Canal Zone. 

The subcommittee believes that the information obtained in these 
hearings will be of great value to it in its consideration of the pro- 
posed legislation. The problem is not an easy one but as the subcom- 
mittee works on the problem I feel sure that the facts are better under- 
stood now than they have been at any time heretofore. 


STATEMENT OF JOHN S. SEYBOLD, GOVERNOR OF THE PANAMA 
CANAL ZONE AND PRESIDENT OF THE PANAMA CANAL COM- 
PANY, ACCOMPANIED BY PAUL M. RUNNESTRAND, EXECUTIVE 
ASSISTANT TO THE GOVERNOR 


One of the most important witnesses to be heard from with respect 
to the legislation before us as it affects the Panama Canal Zone is 
General John S. Seybold, the Governor of the Panama Canal Zone, 
who was in Washington to appear before another congressional com- 
mittee at the same time our committee was in Panama. We are grate- 
ful to General Seybold for his willingness to delay his departure from 
Washington in order to testify before this subcommittee today. 

General Seybold is coming to the close of a 4-year period during 
which he has been Governor of the Canal Zone. new governor has 
been appointed and will take office within the next several months. 

I think we are fortunate indeed to have the benefit of General 
Seybold’s testimony, which is based on his 4 years experience as Gov- 
ernor of the Panama Canal Zone. 

Speaking for myself—and I believe iy colleagues will agree with 
me—I was very much impressed with the efficiency with which the 
entire operation on the Canal Zone is carried out. I am sure that the 
Governor, who is the head of this administration which is doing such 
a fine job in the Canal Zone, is in a position to give our subcommittee 
suggestions, ideas and facts which will be most valuable to us in for- 
mulating the legislation which is apparently needed in this field. 

Before you begin your testimony, General Seybold, I should like 
to take this o nity to compliment you for having such a fine staff 
with you on the Canal Zone and also through you to thank them for the 
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hospitality, courtesy, and cooperation which they gave this subcom- 
mittee over the past weekend. 

Governor, I believe you have a prepared statement. 

Before you begin, the gentleman on my immediate left is Mr. Coon, 
a Member of Congress from the Second District of the State of 
Oregon, a member of the subcommittee who was in Panama with us 
over the weekend. 

You have a prepared statement and I wonder if you desire to present 
that statement, Governor Seybold. 

Governor Szysotp. Yes. I would like to present it to the subcom- 
mittee. 

Mr. Chairman, I am John S. Seybold, Governor of the Canal Zone 
and President of the Panama Canal Company. I am pleased to have 
this opportunity to appear before your committee on the subject of a 
minimum wage for the Canal Zone. I am sorry that I could not be in 
the Canal Zone last week when you were there, but I hope your visit 
was pleasant and helpful and that you were able to obtain factual 
background and on-the-spot views and impressions that may assist you 
in pont inquiry. 

shall try not to repeat the factual material which you obtained 
last week. ith that material in the background, I propose to dis- 
cuss this morning the merits of the minimum wage issue as they appear 
to me, on behalf of the Canal Zone Government and the Panama Canal 
Company. 

As a preliminary, however, I would like to comment briefly on cer- 
tain points that were raised during the testimony in the Canal Zone. 

During the course of your hearings references have been made to 
the policy of the Canal Zone Government and Panama Canal Com- 
pany to employ non-United States citizens native to the Panama area 
wherever it is feasible to do so, rather than to recruit citizens from the 
continental United States, transport them to the Canal Zone, pay them 
the higher United States wages, furnish them housing, schooling, and 
other necessary community services, and repatriate them. 

The economic and other advantages of utilizing local labor where 
feasible in an overseas area such as the Canal Zone are obvious. The 
policy is consistent with the worldwide practice of the United States 
Government in overseas areas, and its specific application to the Canal 
Zone has been considered and approved by the Department of State, 
the Department of Defense, and the General Accounting Office. It was 
specifically noted in detail and considered important by the Senate 

mmittee on Foreign Relations in the course of ratification of the 
1955 Treaty with Panama. 

There is no danger whatever, in my opinion, that this policy will 
ever change the character of the Panama Canal as an “American” 
enterprise. The practical necessity of relying generally on the conti- 
nental United States to supply citizens with the necessary experience 
and qualifications to fill executive, supervisory, professional and many 
skilled positions, and the important factor of security requirements 
will always result in the maintenance of a large, strong, corps of 
United States citizen employees in the Canal Zone. You may be as- 
sured that no person or organization is more conscious of our responsi- 
bilities for the security of the Canal Zone than those of us charged 
with the administration of the enterprise. This point really has little 





452 MINIMUM WAGES IN CERTAIN TERRITORIES, ETC., OF THE U. 8. 


bearing on the minimum wage question but it comes up in connection 
with the position of organized United States citizen labor in advocat- 
ing the $1 an hour minimum because it is thought that such an un- 
realistically high minimum would reduce or eliminate contract work 
and thereby make additional Government jobs for United States 
citizens. 

The policy of the Panama Canal Company and other agencies in 
the Canal Zone of having a substantial part of construction and 
major maintenance work done by contract with private enterprise, 
rather than by employees directly hired by the Government, is also 
consistent with the worldwide practice of the United States Govern- 
ment, particularly in overseas areas. It is sound in principle, and 
it results in such substantial economic benefits to the United States 
Government that failure to use the services of private enterprise to 
the extent that we have been doing would be subject to serious criti- 
cism by the General Accounting Office and the Congress, T am sure. 

Among the reasons that contract work is economically advantageous 
is the fact that, in the tropical climate of the Canal Zone, construc- 
tion and major maintenance work is frequently seasonal in the sense 
that it is best done in dry season, and it is therefore advantageous 
to the Government to contract for work when needed rather than 
to maintain a larger force of permanent career employees for such 
purposes. 

I understand that during the testimony there have been a few 
what I would call irresponsible suggestions that some of the work 
done by our contractors have been inferior in quality. I prefer to 
take cognizance of such suggestions only to the extent of assuring 
this committee that the management of the enterprise is more inter- 
ested than anyone else in getting the work done properly and in the 
most efficient and economical way. 

I assure you the work is not inferior. Our contract specifications 
prescribe the standards that must be met and our supervisory and 
inspection force sees to it that those standards are met, just as it is 
necessary to do when the work is done by direct hire. 

One further matter before I get directly into the minimum wage 
issue. The Company’s witness in the Canal Zone last week described 
the organizational and fiscal status of the Panama Canal pemaeme, 
and referred to its financial results of operation in recent years. 
understand the committee expressed interest in receiving some fur- 
ther brief fiscal data for the record. Under its Federal charter the 
Panama Canal Company operates on a self-sustaining basis out of 
its own revenues and not from appropriated funds. The Company 
recovers from revenues not only its entire operating costs, including 
depreciation, and including capital expenditures, but annually re- 
covers and pays into the Treasury heavy fixed general corporate 
charges covering interest on the United States Government invest- 
ment in the Company, the annual net operating cost of the Canal 
Zone Government, and the annuity to Panama under the 1903 and 
1936 treaties. 

Since the corporate reorganization effective July 1, 1951, the 4 
complete fiscal years of 1952, 1953, 1954, and 1955 show an accumula- 
tive net income of $89.3 million before payments of fixed general 
corporate charges to the United States Treasury. The annual pay- 
ments to the Treasury for these purposes during the 4-year period 
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have amounted to $75.8 million, and the resulting aggregate net in- 
come for the 4 years has therefore been $13.5 million. This annual 
net income after payment of interest, Canal Zone Government costs, 
and the annuity to the Treasury every year, was $2.9 million for 
fiseal year 1952; $5.8 million for 1953; $4.1 million for 1954; and 
$0.5 million for 1955. For the current fiscal year 1956 it is now 
estimated that the net income for the year will be around $1.5 million. 

In addition to the annual payment of these fixed charges, the 
Panama Canal Company paid into the United States Treasury in 
November 1954 a dividend of $10 million, representing the amount 
of accumulated cash on hand determined by the Board of Directors 
to be in excess of the Company’s working capital needs and reason- 
ably foreseeable requirements for authorized plant replacement or 
expansion. This dividend of $10 million represents a refundment of 
capital, and liquidates the Government’s investment to that extent, 
thereby reducing the Company’s interest base. 

For convenience, I offer for the record a tabulated summary of the 
net income and gi Cig to the United States Treasury for the last 
4 fiscal years. I think that accompanies the memorandum. 

(The table referred to follows :) 


Payments by Panama Canal Company to U. 8. Treasury 





Fiscal years Total for 4 
years ended 


June 30, 
1952 1953 1954 1955 1955 








Income before payments to U. 8. Treasury |$20, 357,617 |$25, 379, 180 |$23, 797,711 |$19,834, 171 | $89, 368, 679 


Payments to U. 8. Treasury: 
Net cost of Canal Zone Government...| 9, 608,299 | 11,319,656 | 10,366,079 | 9,779,271 | 41,073,305 
Interest on investment of U. 8. Gov- 
WINGS... dnp ene sy eeeee 7, 372,411 | 7,750,483 | 8,854,454 | 9,043,766 | 33,021,114 
Annuity to Panama 430, 000 430, 000 430, 000 430, 000 1, 720, 000 











17, 410, 710 | 19, 500,139 | 19, 650,533 | 19, 253,037 | 75.814, 419 





Web Mibetns. . Se ea BSB jek He! 4, 147, 178 581, 134 13, 554, 260 
Capital repayment November 1954 10, 000, 000 | 10,000, 000 























Governor Srrsoip. Turning now to the specific issues with which I 
believe you are primarily concerned, I should like first to state my 
unqualified opinion that the statutory rate prescribed by the Fair 
Labor Standards Act for the United States is inappropriate for ap- 
plication in the Canal Zone. I consider the present $1 an hour 
minimum rate, and also the 75-cent an hour minimum prescribed prior 
to this month, to be unrealistic and unsound, both in principle and 
in practice, insofar as concerns private employment in the Canal 
Zone. 

The prevailing wage rates in Panama are very substantially lower 
than those in the United States. The Panama Canal Company’s 
locality pay scale, which is in your record and which starts at 41 
cents an hour, is based upon, although it is somewhat higher than, 
the rates paid for comparable work in the Panama area, both by the 
Government of Panama itself and by private business enterprises, in- 
cluding contractors. I do not think it is necessary to make any partic- 
ular point about whether the enforcement of a $1 an hour minimum 
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for the relatively few affected employees in the Canal Zone would 
or would not have a disruptive effect on the economy of Panama. To 
me the inapropriateness of the $1 an hour minimum for the few 
hundred Panamanians who live in the Republic of Panama and work 
for private employers in the Canal Zone, and who would be gettin 
very substantially less if they were performing comparable wor 
for any other employer, governmental or private, is apparent from 
the mere statement of the situation. The $1 an hour minimum is 
entirely inconsistent with the established and approved United States 
Government policy in the Canal Zone, and in other overseas areas, 
of paying local prevailing wage rates to persons recruited from the 
local labor market. To require a contractor or other private employer 
in the Canal Zone to pay $1 an hour for work for which the United 
States Government itself pays only 41 cents, is obviously illogical and 
unjustifiable. 

On the assumption, then, that the statutory rate prescribed for 
the continentail United States is too high for the Canal Zone, it seems 
to me that the real issue is what should be the minimum rate and how 
should it be established. I am in complete agreement that there 
should be some minimum wage prescribed for private employment in 
the Canal Zone. 

One alternative that I know your committee is considering is 
the application to the Canal Zone of the special provisions set forth 
in H. R. 9129 for Guam, American Samoa, and Wake Island. The 
gist of this proposed method would be that the minimum rate for 
the area would be prescribed by the Secretary of Labor, after public 
hearings, and in setting the rate he would take into account the local 
economic situation and the local prevailing wage rates in the area 
from which the labor involved is recruited. This method would of 
course be preferable to the application of the statutory rate prescribed 
for continental United States. It would also be preferable, in my 
opinion, to the special industry committee method used in Puerto 
Rico and the Virgin Islands because, as I believe was explained in some 
detail at the hearings in the Canal Zone, there is no indigenous 
population in the Canal Zone and there is little or no private indus- 
try in the usual sense. 

However, the matter of a minimum wage for private employment 
in the Canal Zone has been the subject of very careful study by my 
office for some time, and I feel that there is a way of solving the 

roblem that is preferable to the application of the Fair Labor 
tandards Act to the Canal Zone sitter in its present form or as 

i ge to be amended for Guam, Samoa, and Wake Island. 
e Fair Labor Standards Act is limited in its application to em- 


ployees engaged in commerce or the apegenty of goods for com- 


merce. This means that it would apply to only a part, and perha 
only a small part, of the private employment in the Canal Zann. 
my opinion any minimum wage legislation for the Canal Zone should 
apply to all private employment therein, with the usual exceptions of 
domestic servants and other classes customarily excluded from such 
labor legislation. In the Canal Zone, where Congress has complete 
power to provide the full coverage, I see no reason for limiting the 
minimum-wage provisions to employees engaged in commerce or in 
the production of goods for commerce. 
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Moreover, I submit that the situation in the Canal Zone is signifi- 
cantly different from that in Guam or Puerto Rico in several aspects 
which indicate that the problem can be met in the Canal Zone more 
simply and logically than by application of the type of provision 
which H. R. 9129 proposes for Guam. 

Some of the significant differences have already been mentioned. 
There is no indigenous population. The economic area involved and 
the area from which all the affected labor is recruited is an adjacent 
foreign country: The Republic of Panama. The few hundred em- 
ployees involved would be Panamanians who live in their own coun- 
try, and merely work in the Canal Zone. There is no private industry 
as such in the Canal Zone, the only private businesses being a rela- 
tively few shipping agents and similar firms connected with the Pan- 
ama Canal, plus contractors who do contract work for United States 
Government agencies. 

Over 93 percent of the 25,000 employees who work in the Canal 
Zone are a by the United States Government, and that Gov- 
ernment through its agencies in the zone, already has the established 
policy of paying its employees in accordance with local prevailing wage 
rates. That is those employees who are recruited from the local area. 
Therefore, the existing pay schedules of United States Government 
agencies in the area necessarily reflect what the prevailing rates in 
the area are. It follows that it is unnecessary for another Govern- 
ment department or official or committee to operate in the area by 
independently ascertaining and prescribing a minimum rate when 
the United States Government is already establishing and enforcing 
such a rate for its own employees in the same area. To the extent 


that an outside administrator or committee prescribed the same mini- 
mum rate ne by the other United States Government agencies 


in the Canal Zone to their own employees, there would be of course 
no difficulty. But by the same token such separate determination 
would obviously serve no purpose in such case. 

To the extent that the outside administrator or committee might 
prescribe a minimum higher than the other United States Government 
agencies apply to their own employees, who constitute over 93 percent 
of the employed persons in the area, the result would be inconsisttney 
within the United States Government operations themselves. This 
inconsistency, whether accounted for by differences in fact-finding, 
policies, or objectives, would lead to controversy and pressures that 
would be highly undesirable, particularly in the light of the already 
complex relationships that exist between the Canal Zone and the 
Republic of Panama under the rather unique circumstances and 
treaties which apply to the area. 

I feel that Congress should “peer require that every private 
employer shall pay to each of his employees employed in the Canal 
Zone a wage at a rate not less than the minimum rate prescribed and 
adjusted from time to time by the Panama Canal Company and the 
other principal Government agencies for their own direct-hire em- 
ployees in the Canal Zone. I suggest that the Governor of the Canal 
Zone be charged with ascertaining what that rate is from time to time, 
and cause it to be published in the Federal Register. 

The method would realistically and simply recognize the pertinent 
facts that exist in the Canal Zone in relation to the Republic of 
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Panama and in relation to United States Government wage policies 
in the area. The suggestion is based on the premise that the United 
States should not force private employers to pay a higher minimum 
rate than the United States Government pays in the area for com- 
parable work. 

In addition to being administratively preferable to the special pro- 
vision proposed for the more complicated situation in Guam, or than 
those that now apply to Puerto Rico, the suggested special provision 
should also achieve the important advantage of the broad coverage of 
all private employment in the Canal Zone rather than only of em- 
ployment in commerce or the production of goods for commerce. The 
special provisions for the Canal Zone should also include a maximum- 
hours provision, requiring payment of time and one-half for work in 
excess of 40 hours per week. 

I strongly urge this committee to give careful consideration to 
minimum-wage legislation of the kind I am suggesting for the Canal 
Zone, based on my 4 years of experience as operating head of the 
Panama Canal enterprise. I feel that the proposal is fair to the 
employees, realistic in principle, and sound in practice, that it would 
serve the best interests of the United States as a whole, and that in all 
this it conforms to the basic principles which should motivate the 
United States Government in providing a minimum wage in overseas 
areas over which it has jurisdiction. 

That concludes my prepared statement. I shall be pleased to try to 
answer any questions you may have in mind, 

Mr. Ex.iorr. Governor Seybold, I want to thank you very sincerely 
for your very able statement on what to us is a rather complicated 
question in all of its implications and ramifications around the whole 
globe. I want to ask you a few questions to further develop some of 
the facts which you have called to our attention. 

As a gather from your statement, you have suggested that all em- 
ployment on the Canal Zone, what we might classify as private em- 
ployment, be placed under a wage-and-hour law arrived at in the 
manner you described. 

In your statement on page 9 you say: 

There is no private industry as such in the Canal Zone, the only private 
business being a relatively few shipping agents and similar firms connected with 
the Panama Canal, plus contractors who do contracting work for United States 
Government agencies. 

I wonder, Governor Seybold, if you would expand a bit on that. 
Doesn’t private employment in the area also include some oil con- 
cerns, distribution companies of some sort ? 

Governor Srysotp. Yes, sir. Of course, they have extremely few 
employees, mainly employees in an administrative capacity. The dis- 
tribution employees of the oil companies are attached to their Pana- 
manian offices. As far as the handling of the oil and pumping it in 
and out from ship to storage and from storage back to tankers, and so 
on, that is done by our government employees. We charge them a 
rate. They have extremely few employees. There are just a handful, 
I am told by the vice president of Esso, who would come under such 
minimum rate, theirs being higher scales and higher positions than 
would be touched by the minimum rate of $1. 


Mr. Exzzorr. How many of these oil companies are there serving 
the Canal Zone? 
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Governor Srysotp. We have three main ones: Texas, Union Oil, 
and Esso. 

Mr. Ex.iorr. You have some plants on the Canal Zone? 

Governor Srysoitp. Yes. They employ very few of the minimum- 
rate type of personnel. The greater number of people who might 
be affected are those of the ship agents. I think they have a number 
of the labor type people. 

Mr. Extiorr. Is that people who load and unload ships? 

Governor SryBo.p. No. sir. The stevedoring is done by the Panama 
Canal Company all the way through. These are runners, folks who 
assist runners, who help put the food supplies, mail, and such things 
on board ship which is taken out by launch, and that type of work. 

Mr. Exxiorr. General, if we made the type of wage-and-hour law 
which you recommend applicable to all private employment in the 
Panama Canal Zone, do you then have an estimate of how many people 
we would thereby cover with such legislation ? 

Governor Sersowp. I think, Mr. Chairman, we could give you a 
fairly close estimate of those people who deal in that type of commer- 
cial work which we have just been discussing. There is another type 
of employer who should be covered, too, which has not been mentioned 
in my statement and I doubt if it has been mentioned before. That is 
the people who run the transportation system, public buses. We have 
under contract a licensed bus operator there who has a number of Pana- 
manian drivers. 

Mr. Ex.isorr. When I was down there I saw several of those buses. 

Governor Srysotp. Most that you saw on our roads of course are 
what we call the itinerant buses which come in from Panama itself. 
We have no control over those whatsoever. 

Mr. Ex.zorr. How are they operated, General? Do they operate 
under some sort of license or contract ? 

Governor Srysotp. No. We just grant them authority to use our 
roads entirely. There has been some discussion. Actually we had 
planned to put in a requirement that they carry compulsory insurance, 
and so on, but that was oe at the direct request of the Republic 
of Panama, as they thought that it would be inimical to their economy. 
It is something which is still in the growing stage. I feel very strongly 
about it. I think that our people should have this protection. 

On the other hand, we do realize that it will cause specific problems 
to the bus owners and bus drivers, So at the moment it has just been 
tabled, I guess you would say. 

Mr. Extiorr. How many people work in this business of transport- 
ing people by bus on the zone ? 

rovernor Sryzsoip. Not too many. I think not more than 75 
would be the top figure. 

Mr. Ex.zsorr. Are the commissaries operated by the Panama Canal 
Company ? 

Governor Srysoip. Yes, sir. Any business or light industry op- 
erated on the zone is required by treaty to be operated by the govern- 
ment. 

Mr. Exxiorr. General, in the Republic of Panama and in the 
Panama Canal Zone this last week I heard many people allude to this 
new treaty which has either gone into effect or 

Governor SryBotp. We are implementing it now, sir. 


73588—56—pt. 2——-7 
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Mr. Exsiorr. A good many people spoke of it as a very difficult 
—— to make. Will you give us a bit of information about 

at 

Governor Sysop. I think your impression, Mr. Chairman, was 
exactly right. I think the zone is at the moment undergoing a change 
which in my opinion can be likened only to the chan when got there 
when it was changed into a full corporation. e€ same economic 
effects will begin to impinge on the Canal Zone and frankly, sir, I 
don’t think any of us can sit here today and foresee all the results of 
the effects of this treaty. Some of the terms of the treaty are quite 
simple and they don’t affect us except as they may affect us a little in 
the fiscal manner. The ones we worry about of course are those por- 
tions of the treaty which affect the people. There is one which is most 
spoken of and the entire effects of which have not been determined yet 
and won’t be for some time, although many folks read into the terms 
of the treaty things which are not there. 

I refer in this case, of course, to that portion of the treaty which 
speaks of the fact that there must be an equal wage for equal work, no 
matter who does it. Actually, in words of one syllable that is what 
the treaty says in that regard, that two people doing the same work 
shall receive the same pay. It doesn’t say anything about the base of 
the ps y or anything of the sort or how much they shall be paid or 


anything except that if they are doing the same jo , whether it is an 
American or a Panamanian, or anyone, those folks shall receive the 


same wage, with the 25-percent differential, more leave, and so on, to 

the American citizen. ! 
Contrary to the thinking of many people, that doesn’t say United 

States wage base. It just says equal bey for equal work. It is that 


plan that we are implementing now and trying to coordinate the devel- 
opment of that between the Armed Forces, who are the second largest 
employer, and the Panama Canal Company, who of course are the 
largest employer of the indigenous labor. i 

p to this time the Armed Forces were not required by terms of 
the past treaty to follow along that line of policy, so they arayes a 
different pattern of labor, pay rates, and so on. They also developed 
this different pattern due to their different requirements. So now we 
are in the process and have just about completed—in fact, I think we 
can say we have completed the unification of our programs, which will 
bring everyone to about the same viewpoint. 

The other parts of the treaty are those which require of course the 
turning over of certain lands and improvements to Panama. That 
only requires Congress to appropriate some further funds so we can 
rebuild and replace those facilities on the Canal Zone instead of where 
they are in the Republic of Panama. : 

I think the committee saw the location of those which were unfor- 
tunately built in those years in the Republic, and now for many rea- 
sons we advocate that our people be withdrawn to live entirely on the 
Canal Zone. ; : 

Mr. Exziorr. General Seybold, let me interrupt you right there. 
Let this be off the record. 

(Off the record.) ; 

General Szyzop. I have just one more item on that. There are 
other points, like the high bridge, and so on, which I think we don’t 
have to discuss too much. The other major point which will affect us 
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is the loss of privilege by the Panamanian employee who lives in 
Panama, to use our commissaries. It has been traditional that our 
commissaries by the other treaties had a perfect right to furnish sup- 
plies to all employees, no matter where they lived. Whether they lived 
in the Republic or whether they did not, they could draw on our com- 
missaries for their subsistence, clothing and such. By unilateral agree- 
ment that pres is now withdrawn, and the majority of the local 
labor will be forced to purchase on the Panamanian market their sup- 
plies for subsistence. is means in effect, Mr. Chairman, something 
which is not too well understood. It means that these employees who 
are the mass of the labor group will revert to a pattern of Panamanian 
living in contrast to a quasi-American pattern which they have been 
following heretofore. 

In other words, whereas they bought, as we buy in our markets, 
packaged goods which fit our business procedures, they will now go to 
the Panamanian market and buy the raw supplies which are handled 
inthe Panamanian way. I can’t describe it any differently other than 
to say they go to the Panamanian pattern, like all the other people of 
Panama. 

There have been, as you probably have heard, many suggestions of 
how much additional cost or how much savings they will make back 
and forth. Of course, this provision was inserted at the insistence of 
the Republic of Panama. My opinion I give for what it is worth. I 
feel sure the net result will not be anywhere near what is stated be- 
cause, as I say, they go to the pattern of the Panamanian living rather 
than the American living. 

I think it is one of the best things which could have been done for 
the Republic. I have advocated since I have been there that we need 
the work of the citizen of Panama. For instance, he comes to work 
for us, but he should live and spend his time in Panama, so his economic 
value to the Republic is put right back in there. He should go to their 
schools and churches and all of that, and plow back into the Republic 
his economic value to the State. Heretofore he has looked to us for 
this type of support. He has looked to us a great deal for schooling 
and things of that sort, although we never have offered education in 
general to the Panamanian citizen living in Panama. _ 

However, that change is coming. We are approaching it very care- 
fully. We are moving into all of these situations slowly trying to 
foresee its effect on the zone, trying to see its effect upon the people. 
T don’t believe they will affect the American resident very much, in 
fact, very little if any. But there are some other portions of the treaty 
which require us to procure our supplies from Panama whenever it is 
feasible to do so and when it is manufactured there. 

That is a field which has not been probed very much. Again, at 
this time I would be unable to foresee what effect it will have on the 
economics of living in the Canal Zone. _ : . 

The direct payments to the Republic for an increased annuity 
brings no difficulty at all as affects the operation. Surely, the com- 
pany has either to pay that additional amount or not. The problems 
are those which directly affect the people, Mr. Chairman. Those are 
the ones with which we are greatly concerned. 

Mr. Exxiorr. Mr. Roosevelt. 
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Mr. Roosrvetr. Governor, I enjoyed your statement very much. I 
am only sorry I wasn’t able to go down with the rest of the members. 

Governor Sryrsotp. We regret that you were not able to do that, 
Mr. Roosevelt. 


Pa sie Roosevett. I look forward perhaps to paying you a visit in the 
ture. 

I would like to ask one or two questions. No. 1, do you or any of 
the United States officials have anything to do or any influence in the 
me of a minimum wage, let’s say, by the Republic of Panama it- 
se 

Governor Srysoxp. No, sir, we don’t; but we feel, as I am sure 
everyone will agree, that our wage is affecting the minimum wage of 
Panama. In other words, they follow us. But of course we have no 
direct influence on anything in the Republic. 

Mr. Roosevett. That is exactly my point. In other words, under 
your suggestion here the Governor of the zone would set the minimum 
wage, which would in effect become the minimum wage for the Re- 
public also. 

Governor Srrnotp. No, sir; lam sorry. We feel that it follows us. 
a we move, they move, too. They are reciprocal. They affect each 
other. 

Mr. Roosevetr. They may be reciprocal, but which is the stronger 
force? Are the officials of the United States in effect by what they 
set as the minimum wage actually going to set the minimum wage 
also for the Republic? 

Governor Srysoitp. No. Of course, Mr. Roosevelt, the Republic 
doesn’t have any minimum wage, as I understand it. It is only the 
effect of our relatively small number. You see, our 10,000 compared 
to the thousands of employees in Panama is not a ruling factor, but 
it is a factor which assists in increasing their economy and basis wage. 

Mr. Roosrvert. What is the total employment in Panama? Have 
you an idea? 

Governor Srrsotp. I don’t know about the total employment, Mr. 
Roosevelt. I will state the few facts I have concerning it. They have 
about 840,000 pore in the whole Republic. I imagine there are about 
180,000 or so in the large city of Panama City itself. Of course that 
is the labor market we are really concerned with, because they live 
right across the street from us and there is no fence between us. There 
are probably records which could be obtained from reports of that in 
the Republic which we might furnish the committee if they care to 
have it. I can’t substantiate it. 

Mr. Roosevett. What I am getting at is the relative ratio, the num- 
ber of Panama citizens that we employ to the total number employed. 

Governor Srysot. It is very small. 

Mr. Roosrveutr. Would it be less than 10 percent ? 

Governor Srygoip. I would say so. 

Mr. Rooseveut. Thank you, Mr, Chairman. 

Mr. Fsare. If Mr. Coon yields, I would like to ask a question related 
to those of Congressman Roosevelt. You mentioned that the estab- 
lishment of a base pay or minimum wage within the Canal Zone, as 
the Canal Company has now done, reflects in the ay oY of Panama 
as such. Is that a theory or is there substance in fact? Would you 
say that 4 years ago the employee in the Republic of Panama was 
earning less than he is today ? 





MINIMUM WAGES IN CERTAIN TERRITORIES, ETC., OF THE U. 8S. 46] 


Governor Srygorp. I think so, yes, sir. 

Mr. Fsare. About how much ? 

Governor Srygoxp. I can only give you these things in general. You 
see, we have no access to this information and I think they them- 
selves are not too sure of the statistics which they gather. I feel sure 
that in these 4 years there has been an increase in the wages of the 
Panamanians. Of course there definitely has been in our own case. 

Mr. Fsare. Should we in fact establish a dollar an hour as the 
minimum wage and pay the Panamanians in the Canal Zone a dollar, 
would that relationship have a sufficient impact on the Republic of 
Panama to be seriously considered ? 

Governor Sryszorp. I think it would be felt, considerably so. On 
the other hand, we must remember that Panama has no industry. Its 
agricultural people are very near just the fringe. They are just ex- 
isting. Panama itself is a country of storekeepers. It has always 
existed on trade in the two centers. I can’t believe, as they have 
stated time and time again, that living right next to the dollar mini- 
mum wage, which is at least 250 percent more, maybe 300 percent 
more than they can pay, it can fail to reflect back into that. I don’t 
think you can live that close without having it happen. 

Mr. F sare. I certainly agree, particularly since our recent trip down 
there. It would appear obvious to me if you were to live, if you 
could, within a block of the Canal Zone line it would create quite a 
turbulent situation in the city of Panama City at least, a tremendous 
clamor for that opportunity across the line for a dollar, 3 or 4 times 
as much as they are making. 

Governor Srrzorp. They look on the other side of it, Mr. Congress- 
man, in a very realistic manner. 

Mr. Fyare. By “they” do you mean the Government of Panama or 
the people? 

Governor Sersorp. I am thinking mostly of the chambers of com- 
merce and the folks of that sort, who of course think of the economy 
of Panama in terms of the income of dollars, no matter how it may 
be done. 

Mr. Fsare. Aren’t we realizing a rather rapid growth of Panama 
City and that area down there? I am speaking of tourists and 
travel. 

Governor Sryzorp. Yes; it has had an extremely rapid growth. 

Mr. Fsare. You anticipate industrial growth down there? 

Governor Srrsotp. I just don’t know. 

Mr. Fsare. I don’t mean factories. 

Governor SrysBoip. You mean the processing of goods and services. 
They have some rather attractive openings and are doing a fine job 
trying to bring.in operations which certainly should help them. The 
latest one which may be accomplished is the thought of putting in a 
large refinery to serve Panama and the Canal Zone. There are things 
of that sort. They are very forward minded people and very accom- 
plished and able, may I say. 

Mr. Fsare. That is all, Mr. Chairman. 

Mr. Coon. Governor Seybold, I want again to compliment you on 
this exceptionally fine statement. It contains some helpful informa- 
tion. 

I have a few questions which you have answered regarding the use 
of contractors there. Some of our previous witnesses have questioned 
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their ability to do a good job, and I think you have shown that they 
have done just as good a job as if you were doing it for your own 
permis. We have had previous witnesses who talked about the use of 

iring the local help there and getting it cheaper, and so displacing 
American citizens, but I think you have pretty well answered that by 
showing that you do the same there as you do in any other country, and 
that is to hire the local help for the reason that you are supposed to 
under the treaty and also it would save the taxpayers money. You 
have pretty well answered all my questions and I thank you for your 
testimony. 

Mr. Extiorr. Just this last question, Governor: I wonder if your 
plan could not be achieved by excluding the Panama Canal Zone from 
the coverage of the Wage and Hour Act and thus allow your plan to 
be put into operation and effect by administrative order of the 7 song 
ment of the Canal Zone. Would that be possible ? 

Governor Seysotp. I think we would welcome submitting legislation 
through the proper channels covering our thoughts. I think I have it 
in mind so it is pretty well blocked out. Time has not permitted me to 
clear my statement with the Bureau of the Budget, although I am 
sure there is nothing in here that they would object to our presenting 
before this committee. My staff and I have drafted, although it isn’t 
in form to bring before this committee now, legislation embodying the 
principles and thoughts I have outlined here. I would welcome the 
opportunity to get that through to this committee for consideration 
because I am certain, Mr. Chairman, that our problems in the Canal 
Zone are unique among Government operations anywhere. 

Mr. Ex.iorr. Governor, our record on this matter will be open for 
some time because we have not completed our hearings yet. I would 
like to say to you that if at any time within the next 6 weeks, we will 
say, you have matters that you would like to have become a part of the 
record in this case, we will be glad to receive them. If you will for- 
ward them to the committee they will be made a part of the record. 

Governor Srysoip. We appreciate that, Mr. Sicalenant 

Mr. Extiorr. Again I want to thank you for your kind appearance 
and the information you have given the committee. 

(Supplemental information furnished by the witness follows:) 

CANAL ZONE GOVERNMENT, 
OFFICE OF THE GOVERNOR, 
Balboa Heights, C. Z., April 12, 1956. 
Mr. Russet C. DERRICKSON, 
Chief Investigator, Committee on Education and Labor, 
House of Representatives. 


Deak Mr. Derrickson: Enclosed are copies of the additional questions sub- 
mitted to me in writing with your letter of March 29 together with my answers. 

Although the point is not specifically covered in these questions and answers, 
I wish to reiterate the view expressed in my testimony that exemption of the 
Canal Zone from the minimum wage provisions of the Fair Labor Standards Act 
would be preferable to continuance of the existing situation which in my view 
is completely unrealistic in the light of actual employment conditions in the 
Canal Zone and in the Republic of Panama. ° 

n ly, 
“emai J. 8. Sevsorp, Governor. 


(The supplemental statement referred to is as follows :) 


estion: H. R. 9129 and H. R. 9144, the principal bills under consideration 
wae committee, would exempt the Canal Zone from the provisions of the Fair 
Labor Standards Act. If this were done by law, would you, as Governor, have 
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sufficient authority to accomplish the program you outlined to this subcommittee 
through executive order or administrative regulations? 

Answer: No. While the Governor has, in a variety of fields, authority to pre- 
scribe public regulations having the force of law, such authority stems in each 
case from congressional authorization. 

Question: If not, couldn’t you accomplish it by including minimum wage-and- 
hour rates as specifications in the contract awarding process? 

Answer: Canal Zone Government contracts involve the expenditure of appro- 
priated funds, and the Comptroller General has consistently ruled that contract 
stipulations tending to increase the cost of performance—and thereby the charge 
against appropriated moneys—are unauthorized unless reasonably requisite to 
the accomplishment of the purpose of the appropriation, or unless such stipula- 
tions are expressly authorized by statute. (See 18 Comp. Gen. 285; 20 Comp. 
Gen. 836, 845; 31 Comp. Gen. 561). Accordingly, insofar as Canal Zone Govern- 
ment contracts are concerned the answer to this question would be in the negative. 

With regard to the Panama Canal Company, its authority to insert minimum- 
wage stipulations in its contracts is considered doubtful, such stipulations hav- 
ing no sufficient relation to the accomplishment of said Company’s corporate 
purposes. 

Question. If this could be done, would it not take care of the major part of 
the problem, since there are very few people working who are mot employees 
of the Company-Government or contractors? 

Answer. Although our answer to the preceding question obviates the necessity 
for a direct answer to this question, it might perhaps be helpful to state that 
even if the Company-Government could insert minimium wage stipulations in 
their contracts, our problem would still remain unsolved to a considerable 
degree. The contracting by other agencies of the Government in the Canal 
Zone, which accounts for considerable private employment, would not be affected 
by stipulations in Company-Government contracts. Furthermore, and of more 
importance, the insertion of contract stipulations would not meet the complaint 
of the Government of Pamama concerning the lack of modern labor legislation 
in the Canal Zone, or eliminate the consequent tendency in Panama to try to 
protect Panamanian labor by attempting so far as possible to subject contrac- 
tors and other private employers in the Canal Zone to the labor laws of Panama. 
It is important that the United States exercise its jurisdiction by providing 
adequate labor legislation of uniform application to persons privately employed 
in the Canal Zone. 

Question. Has the Government Company ever included a minimum wage rate 
in specifications in their invitations for bids on contract work? 

Answer. Not so far as we can ascertain. 


The committee will stand adjourned until the call of the Chair. 


\ Shaan ar at 11:10 a. m., the committee was recessed subject to 
call. 








MINIMUM WAGES IN CERTAIN TERRITORIES, POS- 


SESSIONS, AND OVERSEA AREAS OF THE UNITED 
STATES 


FRIDAY, MARCH 23, 1956 


Houses or Representatives, 

SUBCOMMITTEE OF THE COMMITTEE ON EpucATION AND Laxor, 

Washington, D.C. 

The subcommittee met at 10:45 a. m., pursuant to recess, in room 
429 of the Old House Office Building, Hon. Carl Elliott (chairman 
of the subcommittee) presiding : 

d Present: Representatives Tlliott, Landrum, Roosevelt, Coon, 
jare, 

Present also: Fred G. Hussey, chief clerk; John O. Graham, mi- 
nority clerk; James Brewbaker, general counsel; Kennedy W. Ward, 
assistant general counsel; and Russell C. Derrickson, chief inves- 
tigator, 

Mr. Exniorr. I have several communications that I think should 
be made a part of the record of these hearings at this point. 

First, I have from Anthony T. Lausi, director, Office of Territories, 
United States Department of the Interior a letter dated February 28, 
1956, in which he furnishes the subcommittee a list of the territories 
and possessions of the United States that come under the adminis- 
tration or supervision of the Department of the Interior. 

Second, I have from Mr, Philip A. Ray, general counsel, Depart- 
ment of Commerce, a letter under date of March 13, 1956 with refer- 
ence to the territorial status of the Ryukyu Islands. 

Third, I have a leter from-Kirkley S. Coulter, acting director, Office 
of Territories, Department of the Interior, dated March 19, 1956, 
with which Mr. Coulter included an opinion of counsel as to the appli- 
cability of the Fair Labor Standards Act to the Trust Territory of 
the Pacific Islands in the light of the Supreme Court decision in the 
Vermilya-Brown casefizz 

Fourth, I have under date of March 20, 1956, a letter from Mrs. 
Thelma H. Bull, corresponding secretary of the United States Citi- 
zens Association. 

Fifth, I have an unsigned letter dated March 16, 1956, which pur- 
ports to be from “workers of Canal Zone private concerns.” It was 
mailed from Cristobal, Canal Zone, March 17, 1956, at 11:30 a. m. 
Although unsigned, since it does deal with the subject matter of the 
inquiry of this subcommittee, I think it should be made a part of the 
record of these hearings. 

Sixth, is a copy of a letter dated February 24, 1956, from Mr. Arthur 
Larson, Acting Secretary of Labor, United States Department of La- 
bor, stating that the subcommittee can accept the testimony of Mr. 
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Clarence C. Lundquist, Deputy Administrator of the Wage and Hour 
and Public Contracts Divisions of the Department of Labor as the 
——- of the views of the Secretary of Labor on H. R. 9129 and 

. R. 9144. 

Finally, I have a letter of Gen. Carlos P. Romulo, Embassy of the 
Philippines, to the United States addressed to the Honorable Graham 
A. Barden, under date of February 25, 1956, with which is included 
a copy of General Romulo’s note to the Department of State of the 
United States expressing the concern of the Government of the Philip- 
ary with respect to bills pending before this committee to amend the 

air Labor Standards Act of 1938 as it applies to Guam and Wake 
Island. With this is a letter from the chairman of this committee 
dated February 28, 1956, advising General Romulo that his letter and 
the copy of his statement to the State Department was being for- 
warded to this subcommittee for its consideration. It may be that 
the statement of General Romulo to our State Department with 
reference to this matter is already a part of the record in this case. 
It seems to me that I recall the gentleman from California, Mr. 
Roosevelt, on one of the earlier hearings offered a statement from 
General Romulo. If the statement offered by Mr. Roosevelt is the 
same as I am offering now, then of course the statement itself will not 
be duplicated in the record. 

The information and letters of Ambassador Romulo (see pt. 1, pp. 
145, 146), and Anthony T. Lausi (see pt. 1, p. 140), were printed in 
part 1 and are not repeated here. 

Without objection, the several letters and statements which I have 
listed will be made a part of the record of these hearings at this 

int. 

(The letters and statements referred to are as follows :) 


DEPARTMENT OF COMMERCE, 
OFFICE OF THE GENERAL COUNSEL, 


Washington, March 18, 1956. 
Hon. Cart BELurorrt, 


Committee on Education and Labor, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Et.iotr: In conjunction with the consideration by your subcommit- 
tee of the application of the Fair Labor Standards Act to overseas areas, Mr. 
Derrickson of the committee staff has asked for information as to whether 
Okinawa and the Ryukyu Islands are considered foreign territory by the De- 
partment of Commerce. 

The Ryukyu Islands, including Okinawa, are currently administered by the 
United States as the occupying authority under article 3 of the treaty of peace 
with Japan. These islands are, of course, not United States possessions and 
must, therefore, be considered foreign territory by the Department of Com- 
merce for the purposes of export controls administered by the Department, and 
for the purposes of the foreign trade statistics maintained by the Bureau of the 
Census. It is also our understanding that for the purpose of customs and 
tariffs these islands are treated as foreign territory in all respects. 

I trust that this information will be of some assistance to you. 

Sincerely yours, 
Purp A. Ray, General Counsel. 
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UnitTep STaTEs DEPARTMENT OF THE INTERIOR, 
OFFICE OF TERRITORIES, 
March 19, 1956. 
Hon. Carn EL.iort, 
House of Representatives, Washington, D. C. 


My Dear Mr. Etxiorr: At the February 23, 1956, hearing of the subcommittee 
of the Committee on Education and Labor regarding amendment of the Fair 
Labor Standards Act with relation to Guam, American Samoa, and Wake 
Island, the Interior Department witness was asked to provide the subcommittee 
with an opinion of counsel as to the applicability of the Fair Labor Standards 
Act to the Trust Territory of the Pacific Islands in the light of the Supreme 
Court decision in the Vermilya-Brown case. 

Attached hereto is a copy of a memorandum on this question which sets forth 
the opinion of the Department’s Associate Solicitor for Territories, Wildlife, 
and Parks. 

If we can be of further assistance to the subcommittee, please feel free to call 
upon us. 

Sincerely yours, 
KIRKLEY 8S. CoULTER, 
Acting Director. 


(The information referred to is as follows:) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington, D. C., March 14, 1956. 
To: Director, Office of Territories. 
From : Associate Solicitor, Territories, Wildlife, and Parks. 
Subject: Application of the Fair Labor Standards Act to the Trust Territory of 
the Pacific Islands, in the light of Vermilya-Brown y. Connell. 


This will reply to your request for my opinion on the above subject. I under- 
stand that a question arose concerning the application of the Fair Labor Stand- 
ards Act to the trust territory during the course of hearings on H. R. 209, H. R. 
4478, H. R. 9129, and H. R. 9144, bills to amend the Fair Labor Standards Act 
with respect to its application to certain areas, and that the question was raised 
particularly in the light of the Vermilya-Brown case (333 U. S. 377, 1948). It 
is in my opinion probable, but not certain, that the Fair Labor Standards Act, 
as interpreted in that case, applies to the trust territory. The case did not, of 
course, involve the trust territory, and to that extent the question raised at the 
hearings is one of first impression. 

Before discussing the decision, I should like to point out that prior to it, I 
would have had no difficulty in concluding that the statute is inapplicable to 
the trust territory. By its terms, the Fair Labor Standards Act applies to the 
mainland and to the Territories and possessions of the United States. Because 
the United States does not exercise sovereignty over the trust territory, the 
area has never been regarded as a Territory or possession of the United States. 
It has, however, for a variety of purposes been regarded as foreign territory.’ 
I should have supposed that it would be impossible for any area to be simul- 
taneously a possession of the United States and territory foreign to it. Since 
the trust territory is clearly the latter, I should have supposed it could not also 
be the former. That supposition is cast into some doubt, however, as a result 
of the Vermilya-Brown opinion and subsequent related decisions. 

Support for this view may also be found in House Report No. 858, 83d Con- 
gress, regarding the application of certain narcotic drug laws to the trust terri- 
tory. The House Ways and Means Committee stated, in part, that: 

“The Narcotic Drug Import and Export Act (21 U. 8. C., 1946 edition, sec. 171 
et seq.), applies generally to the United States and ‘any territory under its con- 
trol or jurisdiction,’ and it therefore is applicable to the trust territory, over 
which the United States has ‘full powers of administration, legislation, and 
jurisdiction’ pursuant to article 3 of the trusteeship agreement approved by the 
President on July 18, 1947 * * *.” 

The Supreme Court held in Vermilya-Brown Co. v. Connell that the term “pos- 
session,” as it appears in the Fair Labor Standards Act, comprehends foreign 
territory under lease to the United States for a military base. In so holding, 


1 Brunell vy. U. 8. (77 F. Supp. 68, 1948). 
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the Court specifically rejected the argument that the term “possession” requires 
the exercise of sovereignty. It was conceded that the Unitd States did not claim, 
did not have, and was not intended to have sovereignty over the base in question 
in Bermuda. But the Court felt that this was not controlling, and instead stated 
that 

“* * * it is a matter of statutory interpretation as to whether or not statutes 
are effective beyond the limits of national sovereignty. It depends upon the pur- 
pose of the statute. Where as here the purpose is to regulate labor relations in 
an area vital to our national life, it seems reasonable to interpret its provisions 
to have force where the Nation has sole power, rather than to limit the coverage 
to sovereignty” (pp. 389-390). 

“On the other hand, the provisions of the Internal Revenue Code which are 
derived from the Harrison Antinarcotic Act (26 U. 8. C. 1946 edition, secs. 2550- 
2565, 3220-3228), apply only to the United States, its Territories, and possessions 
(26 U. S. C., 1946 edition, sec. 2563). They therefore do not apply to the trust 
territory, which is not a territory or possession of the United States * * *.” 

Senate Report No. 678, 83d Congress, of its Finance Committee, contains the 
same language distinguishing those statutory provisions which, by their termi- 
nology, do and do not apply to the trust territory. 

It is also significant to note that the Treasury Department considers the trust 
territory to be a foreign territory for the purposes of the tariff laws (par. 2, 
T. D. 51.846 (2), March 2, 1948) and that the definitions in the immigration law 
of separate “foreign states” include “territories under mandate or trusteeship” 
and “United States” excludes the trust territory (8 U. 8. C., sees. 1101 (a) (14) 
and 1101 (a) (38)). 

That the Congress has the power to regulate actions of United States citizens 
as well as of aliens in areas over which the United States does not exercise 
sovereignty but does exercise “territorial jurisdiction” appears to have been con- 
ceded (p. 381). But the question of the Congress’ authority to legislate in the 
case of the trust territory is even easier to answer, for the United States has with 
respect to the trust territory “full powers of * * * legislation” pursuant to arti- 
cle 3 of the trusteeship agreement approved by the President on July 18, 1947 
(61 Stat. 3301). Additionally, the fact that the United States had no rights with 
respect to the trust territory at the time of enactment of the Fair Labor Standards 
Act also poses no problem with respect to its application to the area under the 
Vermilya-Brown decision, for the same was true with respect to the Bermuda 
base there in question. In this connection, the Court in Vermilya-Brown quoted 
the proposition that “The reach of the act is not sustained or opposed by the fact 
that it is sought to bring new situations under its terms,” and it stated that “The 
answer as to the scope of the Wage-Hour Act lies in the purpose of Congress in 
defining its reach” (p. 385). As is stated above, the Court found the purpose of 
the Congress to have been to apply the act to areas in which the United States 
has “sole power.” The trust territory is indisputably such an area. Finally, 
the fact that labor conditions might markedly vary in certain of such areas where 
the United States has “sole power,” thus suggesting that the Congress may not 
have intended the act’s application to them, was also found by the Court to be 
an unpersuasive argument, for the same could be said of other areas (Puerto 
Rico, Guam, the Guano Islands, Samoa, and the Virgin Islands (p. 388)), to 
which the act unarguably applies. 

In these circumstances, I find the Vermilya-Brown case virtually indistinguish- 
able from the question which has been raised concerning the trust territory. It 
is possible, however, that if a new case were to arise in which the Vermilya- 
Brown result were to be directly questioned, the result would be the contrary. 
In two cases subsequent to Vermilya-Brown, the Supreme Court has had occas- 
ion to lessen its impact. In Foley Bros. v. Filardo (336 U. §. 281, 1948), the 
Court found the 8-hour law to be inapplicable to work done under a contract 
between the United States and a private contractor on construction projects 
for the United States in Iraq and Iran. The Court distinguished Vermilya-Brown 
on the ground that nothing in the 8-hour law indicated a congressional purpose 
to cover areas beyond those in which the United States exercises sovereignity. 
In United States v. Spelar (338 U. 8. 217, 1949), the Court held the Federal Tort 
Claims Act inapplicable to a Newfoundland airbase which occupied the same 
status as the Bermuda base involved in Vermilya-Brown. This result was 
reached because of the exclusion under the act of claims “arising in a foreign 
country,” and Vermilya-Brown was distinguished on the ground that “The 
statutory language and the legislative record. relating to the ambit of the 
Federal Tort Claims Act differ entirely from those pertinent to the Fair Labor 
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Standards Act” (p. 222). It should be noted that, in the only case of which I am 
aware which specifically involves the status of the trust territory, the District 
Court for the Southern District of New York found the trust territory also to be 
“a foreign country” for purposes of the Federal Tort Claims Act (Brunell v. U. &., 
77 F. Supp. 68, 1948). Although, therefore, Vermilya-Brown has by no means 
been overruled, its sweep has been somewhat mitigated. { 

In my opinion, for the reasons set forth in paragraph 2 above, the trust territory 
should not be regarded as a “possession” of the United States for purposes of 
the Fair Labor Standards Act or of any other law which uses solely the “Terri- 
tories and possessions” terminology. Whetber the courts would, if faced with the 
question of application of the Fair Labor Standards Act to the Trust Territory, 
follow the Vermilya-Brown rule, I am reluctant to predict. I believe that in 
such a case, the courts would be correct and well-advised to conclude that the 
trust territory is not a possession of the United States. 

A. M. EDWARDs, 
Associate Solicitor, 
Territories, Wildlife and Parks. 


UniTep States CITIZENS ASSOCIATION, CANAL ZONE, 
March 20, 1956. 
Hon. Cari EwLiiort, 
Chairman, Subcommittee of the House Committee on Education and Labor, 
Washington, D, 0. 

Dear Str: This communication will confirm the conversation of Mrs. Carol 
Rigby, recording secretary of this association, with Mr. Derrickson, chief investi- 
gator of your subcommittee, by telephone the afternoon of March 17, 1956. The 
enclosed detailed amplification of statements made by Dr. N. M. Newport is sub- 
mitted for your consideration. Should your committee feel that it needs names 
and incidents for further clarification of this matter, we shall furnish them to 
you. 

In this connection we call your attention to the new housing project of the 
Company-Government recently completed at the cost of many millions of dollars. 
This project provided ample scope for observations of this nature. We feel sure 
that a check of the records of the Company on quarters for employes would reveal 
the incidents of replacement of materials and workmanship due to construction 
irregularities and cheap and unskilled labor used in the work, and which has 
developed within the past 3 years. 

Based on the rather common knowledge among workers with the Panama 
Canal Company that the reporting of irregularities or defects often has an 
adverse effect on the employee, since his supervisors may feel that it reflects on 
the efficiency of their office, and the following incident recited below, it is felt that 
the questioning of the USCA representtaive afterward might be construed as an 
attempt to intimidate him in future presentations. 

During the Panama Canal Subcommittee hearings of the Merchant Marine 
and Fisheries Committee on the proposed abandonment of the Panama Railroad, 
held in the Canal Zone in December 1955, Mr. Donald R. Brayton, a yardmaster 
of the railroad, was scheduled to and did appear to testify in behalf of its reten- 
tion for the railroad brotherhood. However, just prior to his appearance he 
was warned on three occasions by anonymous persons on the telephone with 
reference to the testimony to be given, and in such a manner as to constitute 
an attempt to intimidate him. Mr. Brayton is now first vice president of this 
association and was scheduled to offer its presentation to your subcommittee. 
Circumstances beyond his control prevented his appearance and Dr. Newport 
substituted for him. 

The members of this association are cognizant of the fact that there are many 
factors pertinent to this area only, and which your subcommittee cannot explore. 
However, we want you to know that our first interest is always the efficient 
operation of the canal. It is to this end that we strive for fair and impartial 
overall policies of administration relating to employment standards and living 
and working conditions which effect this area. 

The officers of this organization wish to express their appreciation to the 
subcommittee for their interest in the affairs of the canal and its force of 
employees. We are hopeful that more of your colleagues will have an occasion 
to visit the zone. It wasa pleasure to have you visit here. 

Very truly yours, 
(Mrs.) THELMA H. BULL, 
Corresponding Secretary. 
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(The statement referred to is as follows :) 


SUPPLEMENTAL STATEMENT OF UNITED STATES CITIZENS ASSOCIATION, CANAL ZONE 


The United States Citizens Association offers the following clarification and 
amplification of statements made by its representative, Dr. N. M. Newport, be- 
fore the subcommittee at the hearings on March 16, 1956, in the Canal Zone, 
and desires to supplement it with other pertinent information concerning certain 
events which transpired following the hearings. 

Under questioning by the subcommittee members the witness tried to illustrate 
a point of our contentions that periodically employed contract labor from the 
outside is not an adequate substitute for full-time maintenance crews which 
were employed prior to the recent rather drastic reductions-in-force. He indi- 
cated that Government property, which is the property of the people of the 
United States, should be maintained constantly in a state of repair, present- 
ability, and serviceability. He stated that he felt that the previous policy of 
keeping full-time maintenance crews on the job was superior to the present 
policy of permitting structures and equipment to depreciate to the point where 
they must be completely reconditioned or replaced at greater expense. 

He stated further, that from personal observations of the conditions in Gorgas 
Hospital during World War II, when the hospital was operating at a 1,500 bed 
capacity, that the maintenance of the plant by an adequate crew of full-time 
workmen was up to a much superior standard than it is now with only a skele- 
tonized crew and the periodic employment of outside labor. 

The contentions of this association, which the representative tried to support 
in his testimony, are that reductions of efficient maintenance forces in regular 
employment as an apparent means of economy in favor of cheaper outside 
contract labor is a false economy. It is contended that due to the obviously 
more rapid depreciation of structures and equipment in the tropics, maintenance 
must be a constant function ; that allowing property to depreciate beyond a point 
of serviceability and acceptable appearance necessitates much more expensive 
replacement or complete reconditioning. Another point which our representa- 
tive did not bring out in regard to the quality of workmanship or regularly em- 
ployed maintenance crews is that we believe these workers have more incentive 
to do better work since, in addition to their regular pay, they are offered the 
security of permanent employment and its associated benefits. 

In testimony intended to point out that cheap contract labor could result 
in a false economy our representative cited an instance of observation made by 
a company/Government electrical engineer. He was alleged to have observed 
a contract laborer making a high tension cable splice and violating accepted 
practices which would render the splice subject to a potential future blowout 
when in use. When the engineer commented to the worker that his improper 
use of the blowtorch had thinned the lead protective sheath of the splice beyond 
safe thickness, he was told to “mind his own business,” that “they had a 
contract to complete.” 

As a result of this testimony our representative received a telephone call 
after he returned home, from the assistant director of engineering and con- 
struction, Col. Edward M. Browder, requesting further information on where 
the potential cable blowout might occur and the names of people concerned so 
that he might trace it. Witness informed Colonel Browder that he was not at 
liberty to give the name of the informant, without his permission, but since his 
request and concern seemed reasonable that we would call and find out whether 
or not such informant would be willing to help. 

At this point it should be explained that while it may seem somewhat un- 
usual, it is rather common knowledge that employees who report irregularities 
which might reflect upon the efficiency of the offices of a superior are often 
either reprimanded or reassigned. Reliable information has been obtained to 
the effect that several employes assigned as inspectors of contract labor products 
have been relieved of their duties because they found “too many” defects and 
irregularities which the contractors resented, and this work was accepted re- 
gardless of the inspector’s report. 

To complete the sequence of events following Colonel Browder’s call to the 
witness, the informant was apparently unwilling to come out in the open for 
an obvious reason. The representative was able by further investigation to 
learn from another reliable source of one actual blowout of a high tension cable 
that had occurred and was repaired by Company/Government electricians. In- 
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vestigations of possible causes revealed that the contract laborer had, due to 
improper technics employed, drilled into the insulation of the electric conduit 
within the splice predisposing it to blowout. This informant stated that the 
entire incident of the blowout and its repair should be a matter of record in the 
offices of the department concerned ; Colonel Browder was given this information 
by our representative immediately and while he stated that he did not know 
about the incident, he would investigate it. 

Following the final presentation of testimony and adjournment of the hear- 
ings, the director of engineering and construction, Col. Hugh M. Arnold, en- 
gaged Dr. Newport in conversation and took issue to his questioning the present 
policies of maintenance since this “was his responsibility.” He stated that: 
“according to you Gorgas Hospital is about to fall down,” and intimated that 
from now on their maintenance problem might possibly receive a harassing 
degree of attention. 

Finally, the United States Citizens Association, which operates solely for the 
purpose of protecting both the interests of the United States citizen employees 
and the investments of the people of the United States in this area, would like 
to make their position clear in respect to an apparent tendency on the part of 
certain responsible superiors of employees of the company/Government. The 
occurrence of any direct or indirect repercussions or reprisals against any 
United States citizen employees or members of this association for offering 
testimony to representatives of the Congress of the United States will be con- 
sidered an affront to the principles of democracy which are provided by the 
constitution of our country. 

We realize that petty fault-finding cannot contribute to the efficient operation 
of a Government enterprise but our principles as free Americans will not permit 
us to condone any system of administration in which its subjects may suffer 
reprisal for informing the people of the United States of what is happening in 
one of their Government-owned operations. 


CristToBaL, C. Z., March 16, 1956. 
Hon. Cart ELwiort, 


Chairman of the Subcommittee of the Committee on Hducation and Labor. 


Dear Sir: I have taken the liberty of writing this letter with hopes that the 
contents would be taken into consideration whenever the subcommittee presents 
its recommendation to the House of Representatives as to whether or not the 
Fair Labor Standards Act should be applicable in the Canal Zone. 

I intervene on behalf of over 30 friends all of whom are employed in private 
concerns in the Canal Zone, such as clerks, checkers, chauffeurs, laborers, etc., 
However, there are several hundred other employees who are in the same position 
as we. are. 

To get to the point, we respectfully request that the subcommittee recommend 
the application of the act in the Canal Zone. Naturally, our interest is to earn 
a better salary in order to be able to provide a more humane living for our- 
selves and family. Most of us hardly make a salary of $100 per month. The 
most common rate of pay is about 40 or 50 cents an hour. That category of 
employees include most of the clerks working for steamship companies and 
agencies, as well as experienced electricians, drivers, and carpenters working 
for contractors. We are entitled to happiness through our work, no matter how 
unimportant our jobs may be. To the present date our salaries are insufficient 
to provide for healthy housing, clothing, least to mention an adequate nourish- 
ment. Our children do not play like others because there are no toys, but worst of 
all they are hungry and underfed. 

As you may observe, the act would benefit our living standard substantially ; 
on the other hand the enterprises would suffer only a slight reduction of their 
excessive profits. Perhaps you do not know that some of these establishments 
do not even pay taxes to the United States nor Panama. 

Our employers argue that the applicability of the act in the Canal Zone would 
be adverse to the best interest of the Panamanian economy. How can this be 
true? Why not invite a Panamanian official to take part and express his opinion 
in the hearings? If the act applies in the Canal Zone, it will mean that the 
employees concerned will have more spending money. Consequently, we will 
make more purchases in Panama, as we have no commissary privilege, the 
Panamanian Government will collect more taxes, and the additional circulation 
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of dollars in the Republic will certainly create a few jobs for the unemployed 
in Panama. On the contrary, the act may benefit the economy of Panama in 
the sense that later on Panama itself may be encouraged to pass similar legisla- 
tion and thereby increase its people’s standard of living. The United States has 
always showed interest in promoting higher standard of living for the Latin 
American by providing for long-term loans and encouraging investment of 
American capital in these countries. The action requested would therefore 
contribute to this policy. 

You will note that this letter is not signed. We are not an organized union. 
We have no protection, there is no liberty for us, we cannot speak freely because 
we would certainly lose our jobs. However, do not consider the absence of our 
signatures as a lack of responsibility or good faith, the betterment of our future 
lay in your decision. 

We anticipate our sincere thanks for your kind consideration of this matter. 

WorKERS OF CANAL ZONE PRIVATE CONCERNS. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, February 24, 1956. 
Hon. GRAHAM A. BARDEN, 


Chairman, House Committee on Education and Labor, 
House of Representatives, Washington, D. C. 


DeAR CONGRESSMAN BarDEN: This is in further reply to Mr. Hussey’s request 
for my comments on H. R. 9144 and H. R. 9129, identical bills to amend the 
Fair Labor Standards Act of 1938, as amended. 

On February 21 Mr. Clarence C. Lundquist, Deputy Administrator of the 
Wage and Hour and Public Contracts Divisions of this Department, testified 
before a subcommittee of your committee with respect to these bills, as well as 
other proposals for revising the application of the Fair Labor Standards Act to 
certain outlying geographical areas. 

I would appreciate your accepting Mr. Lundquist’s statement as an expression 
of my views on these bills. 

Sincerely yours, 


ARTHUR LARSON, 
Acting Secretary of Labor. 


Fesrevary 28, 1956. 
Hon. Carzos P. Romvto, 
Embassy of the Philippines, 
Washington, D. O. 

Dear Mr. Romuto: Thanks for your letter of February 25 with which you 
forwarded a copy of your note to the Department of State regarding the pro- 
posed amendment to the Fair Labor Standards Act of 1938. 

A subcommittee has been appointed to look into this problem, and I have turned 
your letter together with enclosure to the chairman, Congressman Carl Elliott 
for their consideration. Appreciate your letting me have this statement. 

Yours very truly, 
GraHam A. BARDEN, Chairman, 
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SESSIONS, AND OVERSEA AREAS OF THE UNITED 
STATES 


WEDNESDAY, APRIL 11, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
CoMMITTEE ON Epucation aNnp Lasor, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a: m. in room 356 
House Office Building, Hon. Carl Elliott (subcommittee chairman) 
presiding. 

Present: Representatives Elliott, Landrum, Chudoff, Roosevelt, 
Holt, and Coon. 

Present also: Fred G. Hussey, chief clerk; and Russell C. Derrick- 
son, chief investigator. 

Mr. Extiorr. The committee will be in order. 


During the latter part of March this subcommittee made plans to 
hold hearings on the Island of Guam on April 11 and April 12 


arding the application of the Fair Labor Standards Act to that and 
other territories. At that time it was generally believed that the farm 
bill would not be considered on the floor of the House of Representa- 
tives until the week of April 16. However, on March 28, it became 
definitely clear that the farm bill would be considered on the floor of 
the House of Representatives during the week of April 9, and for that 
reason it became necessary for the subcommittee to change its plans. 
Because of the vital importance of the farm bill, the hearings sched- 
uled to be held on Guam were postponed. 

On the morning of March 28 a news release from the Philippine 
Islands was brought to my attention. This news release stated that 
three members of the Philippine Legislature had left, or were about to 
sanres the Philippine Islands to appear before this subcommittee on 

uam. 

At a later date it was brought to my attention that it was reported 
in three Manila newspapers that the— 

Philippine congressional labor delegation had returned from Guam on April 4 
since, for reasons that were not explained, the United States Congressmen had 
failed to keep their appointment. 

In view of these two reports, it is necessary for me at this time to 
make the record clear. This subcommittee never did have an appoint- 
ment to meet with any members of the Philippine Legislature on the 
island of Guam or anywhere else. Furthermore, this committee has 
never received any request to meet with members of the Philippine 
Legislature on the island of Guam or anywhere else. 
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As chairman of the subcommittee, I am still hopeful that our sub- 
committee will be able to hold hearings on Guam and Samoa at some 
later date, but up to the present time no definite plans have been made. 

At this point I would like to insert in the record a letter from the 
Marianas Chamber of Commerce signed by F. L. Moylan, president, 
dated March 31, 1956, the main contention of the letter being an pene 
sion of favor on the part of the Marianas Chamber of Commerce for a 
$1 minimum wage rate to apply for those islands in the Marianas 
group. 

7 (‘The letter referred to is as follows :) 


MARIANAS CHAMBER OF COMMERCE, 
Agana, Marianas Islands, March 31, 1956. 
Representative Cart ELLriort, 
United States Congress, Washington, D. C. 


Dear HonoRgABLe Cart ELiiotT: Our chamber of commerce is disappointed in 
hearing that your trip to Guam was postponed. This is our loss as we all so 
much wanted to meet you and your party in person. 

We are in favor of the $1 per hour minimum wage law to be extended to Guam. 

Our reason is that it will help support the economy of the island in many ways. 

At present, the economy is on the decline with the military retail stores giving 
local business firms stiff competition as civilians are permitted to buy at all 
military stores, commissaries, gasoline service stations, snack bars, night clubs, 
theater, etc. 

As the governor, general, and admiral, who are in charge of Guam are unable 
to stop the civilians from buying at the military stores because said orders 
originate from Washington, D. C., the military stores now look like Macy’s and 
Gimbel’s combined. The civilians which include most of the Filipinos and United 
States citizens which will be affected by the minimum wage law, need not then 
be permitted to buy Canadian Club, Haig & Haig for $1.75 per bottle, gasoline 
at 15 cents to 16 cents per gallon, and a double milkshake for 10 cents; not to 
forget the prices of their appliances and typewriters and their free motion 
pictures of the latest up-to-date movies. 

The economy of Guam which consists only of false military income, we say false 
because it is up and down and could stop without any warning. Therefore, the 
merchants cannot operate under normal business conditions, they order mer- 
chandise in carton quantities, their markup is below stateside prices in order to 
come close to the military stores prices and their profit is way below normal. 
For example, you have four large stores built out of galvanized tin from military 
quonsets, the second-hand lumber—when we say large, the size is 10 times larger 
than the regular 15- by 18-foot stores.. 

One of the four stores deals in surplus, bankrupt stock, the other three try to 
carry standard American products, but are unable to compete against military 
stores competition and therefore, are buying out of Japan, Hong Kong, and Ger- 
many goods which are not being sold at the military stores. 

We enclose pictures of the largest stores which a good typhoon would destroy 
them correctly. 

The public schools which Dr. Haitema is in charge of, lack the proper education 
which would help in the technical field; also, they have no competitive sports 
between schools and they also refused to compete in the islandwide oratorical 
contest which is the highlight school program of the year. 

Also, most important, is that the George Washington High School, Guam’s only 
Government high school is in a most dangerous area, which is next to the Navy, 
Coast Guard, Marine, trust territories, Pan American and Transocean airlines 
airfield, whereby, a few years ago a large transpacific aeroplane crash-landed 
a short distance from the school and a few weeks ago a Navy jet plane nearly 
crashed into the school buildings during the school period. Perhaps, Dr. Haitema 
does not feel that there will be any danger. Our chamber does not go along with 
this and if there should be a plane crash into the school buildings which are 
elephant quonset, he and the Governor will be held directly responsible as this 
was brought to their attention by Guam Congress and other civic and business 
organizations. 

Our chamber is bringing to your attention the above information which is 
true, shows some of our major economic problems which could be eliminated 
providing local business and Guam Government receives more income. 
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By extending the $1 minimum wage scale to Guam and eliminating military 
stores selling to civilians, our island people will be able to get back on their 
feet, as there is but none or little change since after the war in 1944. 

Your interest in the American people and their problems in the Territory of 
Guam, Marianas Islands, is most appreciated. 

Most sincerely yours, 
F. L. Moyzan, President. 


Mr. Exsaorr. Also at this time I would like to insert in the record a 
letter under date of April 9, 1956, from R. H. Fogler, Assistant Secre- 
tary of the Navy for Material, addressed to me, with respect to wages 
rates applicable to alien Filipinos employed at military bases in Guam 
and the Philippines, and the negotiations between the United States 
Government and the Philippine Government regarding those wage 
rates. 

(The letter referred to is as follows:) 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, April 9, 1956. 
Hon. Cart Extiorr, 
Chairman, Special Subcommittee, House Committee on Education 
and Labor, 
House of Representatives, Washington, D. O. 


My Dear Mr. Cuarnman: The forthcoming negotiations between the United 
States and Philippine Governments regarding wage rates applicable to alien 
Filipinos employed at military bases in Guam and the Philippines is a matter of 
serious concern to the Department of the Navy. 

The enclosed letter from the Chief of Naval Operations expresses clearly the 
military and logistics implications of the problem. Classified portions of the 
letter have been deleted to permit inclusion in the official record of the sub- 
committee, should you so determine. 


I appreciate the opportunity you afforded the Navy in testifying before 
your subcommittee at recent hearings, and trust that this additional informa- 
tion will be of assistance to you. 

Sincerely yours, 


R. H. Foaier, 
Assistant Secretary of the Nawy (Material). 


(The letter referred to is as follows:) 


DEPARTMENT OF THE Navy 
OFFICE OF THE CHIEF OF NAVAL OPERATIONS, 


Washington, D. C., March 28, 1956. 
From: Chief of Naval Operations. 
To: Secretary of the Navy. 
Subject: Negotiations between United States Government and Philippine Gov- 
ernment regarding wage rates and conditions of employment applicable to alien 


Filipinos employed by military or military contractors at military bases in 
Guam and the Philippines. 


* a * * . * * 

The Chief of Naval Operations is particularly concerned with the increased 
costs which would result should this bill not be passed. The operating budget 
must be kept within the funds approved by Congress, for there is no intention 
to seek additional funds for fiscal year 1957 for this purpose. It is obvious that 
substantial salary increases, without a corresponding increase in work per- 
formed or appropriations received, will cause a curtailment in the support to 
the fleet at the affected bases. The present levels of maintenance and logistic 
support at overseas bases are at the minimum required for the effective military 
defense of the United States. A reduction of these levels will inevitably 
weaken that defense and imperil our national security. 

The Department of the Navy is primarily affected by the request of the Phil- 
ippine Government to negotiate a new agreement to replace the existing agreement 
concluded in May 1947 for the recruitment of Filipinos. A departure from the 
practice of setting wages based upon those prevailing in an overseas area, for 
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which the Philippine Government appears to be pressing, could cause a chain 
reaction affecting other Departments which employ non-United States citizens 
in overseas areas. 

As indicated in reference (a), the provisions of the present Fair Labor Stand- 
ards Act, if applied, will have a-serious effect not only on Guam but also on 
the Philippines and possibly on naval activities in Spain, Japan, French Morocco, 
Italy, ete. Presently approved military appropriations would undoubtedly be 
insufficient if wages were to be increased for these non-United States citizen 
employees on the basis of United States economy rather than the economy of 
the countries in which these bases are located or of the countries from which 
the employees have been hired. 

Military operating budgets should be used in the most economical manner 
possible in order to achieve the purpose for which granted—to assure national 
security. Operating funds of the Navy should not be used in the support of 
foreign civilian economies unless there are overriding reasons to the contrary. 
Financing for the support of foreign civilian economies should be accomplished 
through funds which are appropriated for this purpose by Congress. 

The following policy is quoted from the Bureau of the Budget proposed legis- 
lation, Foreign Employees Personnel Act of 1956: 

“Insofar as it is in the public interest local employees shall receive pay in 
accordance with pay schedules which shall be developed for each foreign post or 
area in accordance with locally prevailing pay rates and practices for similar 
jobs. In the case of persons recruited or transferred from outside the area of 
employment, pay schedules may be based upon pay rates and practices pre- 
vailing in the area of recruitment,” 

Negotiations with the Philippine Government should be based on the policy 
stated above. This has been the practice of the Federal Government in determin- 
ing the wage rates of hundreds of thousands of United States civil-service 
employees. 

* * * * 7 s ? 
ARLEIGH BURKE. 


Mr. Exxiotr. This morning the subcommittee is pleased to have as 
witnesses A. B. Won Pat and Mrs. thia Torres, representatives of 
the Guam Legislature, who have submitted in writing a joint state- 
ment. If Mrs. Torres and Mr. Won Pat will come forward we will 
be glad to hear their testimony at this time. 

efore we proceed I would like to say, Mrs. Torres and Mr. Won 
Pat, that we are very happy to have you appear before this subcom- 
mittee, and you have been rather patient about your appearance be- 
cause on several occasions to my knowledge we have asked you if you 
would wait until another day. 


Before we get started, do I correctly pronounce your name, Mr. 
Won Pat? 


Mr. Won Par. Correctly. 

Mr. Exxiorr. And Mrs. Torres? 

Mrs. Torres. Yes. 

Mr. Exxiorr. We have your joint statement. You may read your 
statement or proceed in any manner you desire, 


STATEMENT OF A. B. WON PAT, REPRESENTATIVE OF THE GUAM 
LEGISLATURE 


Mr. Won Par. Thank you. 
Mr. Chairman and members of this honorable committee, I would 
like to read my statement if that is agreeable to the committee. 


Mr. Ex.ioit. It is agreeable, and you may be seated if you care to, 
or if you would rather stand, that is up to you. 
Mr. Won Pat. Thank you very much. 
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Before I start with the testimony I would like to comment first upon 
your statement, Mr. Chairman, with respect to the scheduled hearing 
on Guam. 

Pursuant to the information I received from Mr, Derrickson, a 
member of your staff, that you contemplated holding a hearing on 
Guam, I had ee communications accordingly to make prep- 
arations for that we However, later on, as you have stated this 
morning, for reasons unforeseen and justifiable, that hearing was can- 
celed, as was also the hearing at which it was scheduled for us to 
—e 

aving been in Congress for so many years, I can readily under- 
stand the difficulties involved in holding hearings. 

Mr. Exxiorr. Mr. Won Pat, before you proceed, tell us something 
about your Congress in Guam. 

Mr. Won Part. The present Congress is called the Guam Legisla- 
ture, designated by the enactment of Public Law 630, 81st Congress, 
which is called the Organic Act of Guam. 

Prior to the enactment of the Organic Act, we had what we called 
an advisory congress, composed of two bodies. The higher body was 
called the house of congress, and the lower body was called the house 
of assembly. Those bodies were created by executive order of the 
Governor of Guam, who was at the same time the Commandant of 
the island of Guam. Of course, the island of Guam then, prior to the 
Organic Act, was under the Navy jurisdiction and the Commanding 
Oflcer assumed a double position, Commandant and Governor of 

uam. 

Mr. Ex.iorr. When did that status end; in 1949? 

Mr. Won Par. No. That was created in 1930 and it ended in 1950 
when the Organic Act was enacted. 

I was a member of the Guam Congress since 1936. I was the speaker 
of the lower house three terms, and I was also speaker of the first 
Guam Legislature and the second Guam Legislature. Now I am ap- 
pearing here as a member of the third Guam Legislature. 

If there is no further information I would like to go on with my 
statement. 

Mr. Exxiorr. Thank you. Any questions? 

Mr. Hour. Are there different parties on Guam? 

Mr. Won Part. Today? 

Mr. Horr. Yes. 

Mr. Won Par. Originally when the Organic Act was passed they 
started to organize over there. They organized a Democratic Party, 
a Republican Party, and also a Popular Party. Our election law then 
provided that any political organization not drawing more than 10 
percent of the votes could not in the succeeding election be registered 
as a legal political entity. Only the Popular Party was able to draw 
enough votes, so the Republican and Democratic Parties went into 
oblivion. 

I want to say now that I am a member of the Popular Party. Mrs. 
Torres is an Independent. She is just a freshman. She was just 
elected at the last election. 

Mr. Hour. Thank you very much. Women are always independent 
anyway. 

Mr. Won Par. In the Guam Congress we had women. In the leg- 
islature today we have two Congresswomen. 
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Mrs. Torres. Both Independent. 

Mr. Hour. We have some here who are Democrats and some who are 
Republicans, but they are independent also. 

Mr. Won Par. Well, you know, the Independents usually hold the 
balance of power. 

Mr. Hour. Thank you very much. ; 

Mr. Won Par. Mr. Chairman and members of the committee, Mrs, 
Torres and I are members of the Guam Legislature sent here to peti- 
tion you in respect to two bills now pending before your committee, 
namely, H. R. 9129 and H. R. 9144. 

We come as official representatives of a government established by 
the United States Congress under the Organic Act of Guam (Public 
Law 630, 81st Cong.) which makes of Guam an unincorporated terri- 
tory of the United States with rights of citizenship. 

As a result, the Constitution and the laws of the United States to 
the extent made applicable to Guam by the Congress of the United 
States are in full force and effect in Guam. 

Among the laws which have been specifically extended to Guam by 
the Congress of the United States and one which is particularly essen- 
tial to the economic interest of Guam, is the Fair Labor Standards 
Act of 1938, as amended, which among its provisions establishes a 
minimum wage for employment. 

Recently there hairee bewa introduced into the House of Representa- 
tives two bills referred to above, which if passed, will tend to deny 
to the citizens and residents of Guam certain privileges extended by 
the Fair Labor Standards Act of 1938 as amended. 

Section 2 of the bills will make it possible to lower the statutory 
minimum wage below the $1 per hour rate now prescribed as the mini- 
mum hourly rate for working people in Guam. It vests with the Sec- 
retary of Labor under certain prescribed conditions, the authority to 
give legality to a wage rate of less than $1 per hour. 

Section 3 of the bills grants to the Secretary of Labor the power 
to deprive the working people of Guam of extra compensation for 
work in excess of 40 hours per week, and to weaken the provisions 
having to do with child labor. It effects these purposes by granting 
to the Secretary—and I quote from the bill—the power to authorize 
“variations, tolerances, and exemptions” in regard to the 40-hour week 
and overtime compensation and child labor in Guam. 

The passage of these provisions will have an extremely disruptive 
effect on the economy of Guam. But more than that, we feel that it 
would gravely affect morale by removing from the people of Guam 
the privileges of a statute to which its benefits have already been ex- 
tended and by threatening a pattern by which benefits of other statutes 
may be weakened or removed: 

Mrs. Torres and I have been officially authorized and delegated by 
the Legislature of Guam to convey to the Congress of the United States 
the opposition of the le of Guam to these bills. The full text of 
the resolution of our Legislature which is our authority for appearing 

here as spokesmen for the Guam Congress is attached hereto as ex- 
hibit A and we ask that it be made a part of the record. 

Mr. Exxtorr. It will be so made. 

(The resolution referred to is as follows :) 
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Exnuisit A 
THIRD GUAM LEGISLATURE—1956 (FIRST) SPECIAL SESSION 


Resolution No. 3, as adopted, introduced by , Committee on Rules, 
relative to directing the Washington delegation of the third Guam Legislature 
to present the views and interest of the people of Guam concerning the mini- 
mum wage scale 


Be it resolved by the Legislature of the Territory of Guam: 

Whereas there is presently pending before the House Education and Labor 
Subcommittee of the United States Congress a bill which would exclude Guam 
from the provisions of the minimum wage requirements, and providing authority 
for the establishment of such minimum wages in Guam to the United States Secre- 
tary of Labor; and 

Whereas it is in the opinion of the Committee on Rules that such legislation if 
enacted will be inimical to the economic interest of the people of Guam ; and 

Whereas the presence of the current wage standard of alien labor on the island 
is creating misunderstanding and inequities in the recruitment and payment of 
wages to the American citizens; and 

Whereas there appears to be over 3,000 American citizens over 18 years of age 
who are not now gainfully employed ; and 

Whereas there has been found in the past that there had been some laxity 
in giving such American citizens priority over alien labor ; and 

Whereas the entries of such alien labor into Guam are in direct competition 
with the supply of labor in Guam, thus depriving such local labor of employ- 
ment: Now, therefore, be it 

Resolwed, That the two delegates who are scheduled to leave for Washington 
be and they are hereby directed to present the views and interest of the people 
of Guam and to take the necessary action to strongly oppose the passage of such 
bill ; and be it further 

That the executive secretary be and she is hereby directed to trans- 
mit copies of this resolution to the Secretary of Defense, the Secretary of the 
Interior, Commander Naval Forces, Marianas, the Governor of Guam, the immi- 
gration officer in Guam, and to the press. 


Mr. Won Par. Guam has a payroll economy. It is based on ex- 
penditures, largely military, made necessary by maintaining Guam as 
a military base. Guam i little valuable mineral resources and 
therefore no mining industry. Its manufacturing industry is ve 
limited. There is no lumber industry and no exports except a small 
amount of copra and scrap metal. Only about 700 people make their 
living in whole or in part from agriculture. With the exception of 
some poultry raising and egg producing enterprises, as well as truck 
farming, we have no commercial agriculture in Guam. There are no 
food canneries or food processing plants. The military and residents 
depend largely on imported food. In addition we import all our 
clothes, all our home furnishings and appliances, and most of our build- 
ing material from the mainland. These come almost all together from 
the mainland, United States, paid for at mainland prices plus trans- 
portation and other costs. 

Under the circumstances, it can readily be seen why the level of our 
economy must be maintained, and why our level of earnings must not 
fall below our enforced standards of living. 

The people of Guam are not asking for these changes in the Fair 
Labor Phendlands Act nor do they have any complaints against its: 
present provisions. We want the law to remain unchanged as it 
applies to Guam. We want its provisions to be enforced and we ask 
this committee to lend its good offices in that respect. Whatever com- 
plaints we have are directed not to its — but rather at the 
apparent lack of willingness to enforce them. 











480 MINIMUM WAGES IN CERTAIN TERRITORIES, ETC., OF THE U. 8. 


We want to make it very clear that when we speak of the people 
of Guam we are referring to the permanent residents of Guam. We 
are anesmgae American citizens who live and earn their livelihood 


in Guam. Some of these American citizens were born in Guam, 
others were born in other Territories or on the mainland. Some are 
naturalized American citizens. 

We want to make it equally clear that when we speak of the “people 
of Guam’ we are not including “imported labor” whose employment 
is justified only when the et of local labor is not equal to the cur- 
rent demand. That condition, ay does not wholly exist with re- 
respect to unskilled labor at present and the importation of low-cost 
labor results in district deprivation to local citizens of Guam, which 
unfortunately tends to create misunderstandings and inequities in the 
recruitment and in the payment of wages to American citizens. 
Since in Federal areas the Legislature of Guam has no jurisdiction 
over wages or conditions of work, we are not able to protect our peo- 
ple, who may be unemployed from the discrimination of wage rates, 
which results from temporary imported alien laborers. Our pro- 
tections must therefore be ded in the existing provisions of the 
Fair Labor Standards Act and its proper enforcement. 

Guam lies in the farthest reaches of the United States Government 
in the area of the Pacific Ocean. It is a “show place” of democracy 
within the reaches of Communist influence. It has conducted itself 
and its affairs in the highest democratic traditions. Through a uni- 
cameral legislature it passes its laws subject to the executive power 
of the Governor of Guam and the President of the United States. 
Her system of courts is like that of any other State or Territory, 
with the right of appeal running through the various appellate courts 
of the United States. 

The people of Guam are honored by the degree of local self-govern- 
ment which has been granted to them by the Congress of the United 
States. We are intensely proud of our American citizenship and we 
want our bit of America to reflect all that is good and all that is great 
in the American way of life. 

The people of Guam regard themselves as in essive and for- 
ward looking. In any event, the enactments of the Guam Legislature 
have been marked by a spirit of tolerance and fair play. 

The enactment into law of section 2 and 3 of H. 4 9129 and H. R. 
9144 will be regarded by our people as a retreat from the spirit which 
was. behind the enactment of Public Law 630 of the 81st Congress— 
the law which elevated many of our people to American citizenshi 
and which gave us the right to govern ourselves at the local Novel: 
The enactment of sections 2 and 3 of these bills woud be indeed a 
step backward for our people, and a breach of our democratic faith. 
We, therefore, urgently petition the Qongress to reject sections 2 and 
3 of H. R. 9121 and H. R, 9144. 

At this time, Mr. Chairman, I would like to yield the floor to m 
colleague, who will read the other portion of the statement, which will 
justify in detail the economic phase of our testimony. 

Mr. Exxiorr. Thank you, Mr. Won Pat, and we will be glad to hear 
from Mrs. Torres at this time. 
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STATEMENT OF MRS. CYNTHIA TORRES, REPRESENTATIVE OF 
THE GUAM LEGISLATURE 


Mrs. Torres. Mr. Chairman and members of the committee, my 
name is Cynthia Torres and as Mr. Won Pat stated at the opening of 
his remarks I am a member of the Guam Legislature and with him 
delegated to present to this committee the position of the legislature 
and the people of Guam on pending bills H. R. 9129 and H. R. 9144, 
the subject of this hearing. 

My purpose in appearing is to supplement Mr. Won Pat’s state- 
ment with certain facts which we believe are pertinent and important 
in a determination of the effect of the Fair Labor Standards Act of 
1938 on the economy of our Territory and the detrimental results 
which would ensue should the mentioned bills be enacted. 

The people of Guam, prior to the war, were traditionally people of 
the land and the produce of the land played a much larger part in 
the economy of the island than money or cash. 

For a substantial period after reoccupation in 1944, the military 
and the people of Guam were greatly occupied in the restoration of 
the Guamanian way of life and resettlement of the lands dislocated 
through the war and thereafter by the occupation of our military 
forces. Condemnations by the military are a separate problem and 
are mentioned here only because they constitute a large factor in 
our economy. 

Approximately 32.78 percent of all the land in Guam is owned by 
the United States Government, 22.94 percent is owned by the Govern- 
ment of Guam, and 44.28 percent is in private ownership. Of all the 
propery in Guam, 3.73 percent is under leasehold control of the United 

tates Government, making a total of 36 percent of the territory owned 


or controlled by the military. These percentages are very epecally 
t 


illustrated by two maps which we are not making a part of the record 
but which we would appreciate the committee’s examining at the end 
of the hearing. 

Mr. Won Pat has stated to ery committee that we have “a payroll 
economy * * * based on military expenditures.” This is readily 
understandable from the above percentages of land apportionment and 
equally clear why “we have no commercial agriculture,” for included 
in the 36 percent of lands owned or controlled by the military is a 
majority of the finest of prewar farms. 

We assume that-your committee is opposed to action that would 
reduce the standard of living of United States citizens, whether they 
be in Guam or elsewhere throughout the country and, on the contrary, 
consider as of prime importance a progressive and sound raising of 
that standard. If the present way of life in Guam is to continue, the 
annual cash income of the head of the family must be $3,000 and this 
is difficult of attainment even should the minimum wage provided by 
in Fair Labor Standards Act be continued and enforced. 

The facts hereinafter set forth deal with the standard of living, 
average annual income and average annual cost of a Guamanian fam- 
ily unit of 5. When referring to Guamanians we are speaking of 
United States citizens, residents of the territory. 

Referring to the “Cost of Living in Guam Survey, March 1954 to 
March 1955,” we find the following statement : 
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In this report the— 


Cost of living in Guam, the tentative total amount spent by the average family in 
the course of a year is used, not the exact figure, but as a calculated average 
based on statistical data which is checked against and controlled by the known 
available income of a larger number, but not all, of the families of Guam. This 
control figure helps to keep reported annual living expenditures for the family 
within reasonable limits. The estimated total value of purchases of the average 
family in Guam, based on an average of 100 families as shown in this report, 
is $2,970.37, while the average of 1,093 permanent government of Guam employees 
earning under $5,000 a year (93% percent of all permanent government employ- 
ees) is $3,027, take-home pay, with deduction for taxes and retirement, is $2,651. 

“The average family income of the 8,000 mainland families, exclud- 
ing those within the $10,000 or more after taxes, in 1952, on which the 
revised (January 1953) United States consumers price index is based, 
is $4,160 after taxes.” The average size of the family unit on which 
the United States consumers index is based is 3.3 persons in contrast 
to the family unit in Guam of 5 persons. 

It should be noted that the stated average income (take-home pay) 
is that of a permanent employee of the government of Guam which 
is well above that of the average Guamanian family. To support the 
statement on living costs in Guam we have with us and will file as 
exhibits, schedules of “Relative Importance of Consumers Cost of 
Living Items, Guam, March 1954 and March 1955” and “Cost of Living 
in Guam Survey, March 1955, Limited Available List of Comparative 
Prices of Food in Guam and in the United States Mainland in March 
1955.” The data shown by the exhibits establishes that the cost of 
living in Guam is ps pase than on the mainland, a result of ocean ship- 
ment of 95 nt of our foodstuffs, 100 percent of clothing, 97 percent 
of all building baterials, 100 percent of household and commercial 
mechanical equipment and approximately all household furnishings. 

This factor in our economy is certainly, to a very large degree, to 
continue without change within the foreseeable future. 

(The exhibits referred to are as follows :) 


Relative importance of consumers’ cost-of-living items, Guam, March 1954 and 
March 1955 
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Oost of living in Guam survey, March 1955, limited available list of comparative 
prices of food in Guam and in the United States mainland in March 1955 





United States 
prices, 
March 1955 


phe me 

Guam above 
prices on 
mainiand 


Guam prices, 
March 1955 











Guam 
Weight t tonal. 
Meat: 
Beef: 
Corn beef, 1-pound can 
5 Hamburger, 1 pound 
jenna sausage, 4-ounce can_-__- 


72 arrots, 1 pou 








SBSREF SSSSB SKbo 


Peas, green No. 303 can 
Soup, vegetable Cam 
Tomatoes, standard can 14 











Ham, canned, 

Spare ribs, 1 pound 
Poultry: 

Fryers, eviscerated, 1 pound 

Roast chicken, 1 pound 





Crisco, a. 1-pound can 
1 quart 





t: 
Peaches, heavy ayrup, 3 
Pears, heavy syrup, 
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Cost of living in Guam survey, 1955, estimated consumption of food, clothing, 
utilities, services, etc., of an average Guamanian family of 5 persons in 1955, 
as of March 15, 1955 
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(Supplemental information furnished by the witness follows:) 


THIRD GUAM LEGISLATURE, 
TERRITORY OF GUAM, 
WASHINGTON DELEGATION, 
April 26, 1956. 
Mr. Russet. C. DERRICKSON, 
House Committee on Education and Labor, 
House of Representatives, 
Washington, D. C. 


Dear Mr. Derrickson: In reference to your request on the information con- 
cerning the cost of utilities on Guam, I transmit herewith enclosure for incorpo- 
ration to my testimony for the records on the hearing of the Fair Labor Stand- 
ards Act (H. R. 9129 and H. R. 9144) of April 11, 1956, as an addendum. 

Sincerely, |. 
JuAN M. F'weap, 
Special Assistant 
(For Cynthia J. Torres, Legislative Representative to Washington, D. C.). 


(The information referred to is as follows:) 
Tabulation of wholesale and retail prices on utilities in Guam from Navy to 
Government of Guam and to consumers 
1. POWER 


Wholesale : 
Wholesale price prior to operation of Third Unit, Piti steam plant, 
in lieu of diesel operating plant = $0. 1838 
Period of October 1955 up to and including January 1956_______- 














Commencing February 1956_ tO REED tT tin i hea ae eA ae ah TD 1125 
Retail : 
Commercial : 
Wises. 3,000 kiipwatt-hours soe ci erin cee . 2609 
Balance, per kilowatt-hour 0. 016 
Residential : 
First 500 kilowatt-hours . 2505 
Balance, per kilowatt-hour ov Soa Os ORE 





2. WATER 


Wholesale _..___-- 


Excessive markup on water retail price is due to serious leakage in obsolete 
water systems. 
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8. TELEPHONE 


Commercial : 
Wholesale 
Retail__-__ 

Residential : 
Wholesale 
Retail____ 


Two dollars is charged monthly for an extension telephone, both on commercial 
and residential. 


Mrs. Torres. It might be contended that to remove Guam, by the 
adoption of the two pending bills, from the Fair Labor Standards 
Act would, in fact, affect a relatively small percentage of the total 
of Guamanian employables. Whereas this is probably true with 
those now within the protection of the law, should the wages of those 
directly or indirectly working for the Federal Government be re- 
duced, the Guamanians employed in commercial fields would be im- 
mediately affected, for the businessmen would say that the wages of 
the Federal worker had been established after the Congress had held 
hearings and the Secretary of Labor had investigated and fixed the 
lower wage as fair and appropriate for the Territory. The Guama- 
nian employed by the private employer could hardly overcome this 
argument. 

ether or not the territorial legislature could enact a wage law 
establishing a minimum equivalent to the provisions of the present 
Federal act and in this way protect all Guamanians employed outside, 
either directly or indirectly, of the Federal Government is a legal 
question on which at this time we express no opinion. We think, 
however, it must be admitted that this action would cause confusion 
and conflict and place at a decided disadvantage those employed by 
the Federal Government. Such action we strongly believe is not a 
solution. 

There is just one further point which we direct to the attention of 
the committee. The internal revenue laws of the United States are 
applicable to Guam and, although the revenues collected are delivered 
into the treasury of the territory, still the burden of the tax is a heavy 
one for Guamanians and is a further important factor in the net in- 
come available for meeting living costs. Then, too, as United States 
citizens subject to the tax, residents of Guam should receive the bene- 
fits, free from discriminations, of all laws, including the Fair Labor 
Standards Act. There have never been in our history two classes of 
citizens, just one, with the protection of the law applicable equally to 
ally. The proposed bills we consider discriminatory, a point consti- 
tuting sufficient grounds in itself to fully warrant and justify the 
continuance in force of the present act. 

Guamanians are very proud of their United States citizenship. We 
gladly assume full responsibility as citizens and in return expect 
equal protection under the law. 

We urge upon your committee to take no action excluding Guam 
from the present act and further urge that the provisions of the Fair 
Labor Standards Act be enforced within our territory. 

Thank you. 

Mr. Exxrorr. Thank you very much, Mrs. Torres and Mr. Won Pat. 
Your statements have been very helpful to the committee. 

I would like for myself to ask you a few questions at this time. 
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You say that on the mainland—and I assume you mean by that the 
main island of Guam ? 

Mr. Wow Par. No. The mainland means the continental United 
States. 

Mr. Exxiorr. You said something about 8,000 mainland families. 

Mrs. Torres. That was a comparison of the living costs in the States 
compared to Guam. 

Mr. Exxiorr. I see. It is a quotation. 

Mrs. Torres. Yes. 

Mr. Exuiorr. Approximately what is the population of Guam ? 

Mr. Won Par. on the figures here, sir. 

Local American citizens, 30,803. 

Resident United States citizens, 2,739. 

Aliens, naturalized in Guam, 400. 

That is a total of 35,887, constituting the civilian population of the 
territory of Guam. 

Mr. Exxiorr. The industrial work, I believe you have testified, that 
is carried on in Guam is primarily that done by the United States De- 
partment of Defense, is it not ? 

Mr. Won Part. Yes,sir. The major activity on the island is military, 
defense effort. 

Mr. Extiorr. How many people are employed by the Department 
of Defense, roughly, in that effort, if you have the figures? 

Mr. Won Par. I have the res. 

Aliens under contract, the Navy has 7,919; the Air Force has 2,028 ; 
and the government of Guam has 20; making a total of 9,967 under 
government contract. Also, aliens under private contract, 1,007. 

Mr. Exxiorr. One thousand and seven aliens under private contract ? 

Mr. Won Pat. Yes, sir. 

Mr. Exuiorr. Do the private contractors that the 1,007 aliens work 
for do work for the Defense Department primarily ? 

Mr. Won Par. Not primarily, secondarily I would say because be- 
fore any private contractor can acquire alien labor there must be justi- 
fication that the work will serve the defense effort either primarily or 
secondarily. That is the business must in some way contribute to the 
defense effort over there. For example a private contractor may have 
a subcontract with the Air Force or Navy to do some jobs, or, in the 
case of a service establishment like a restaurant that will cater to the 
dependents as well as the military personnel. 

F am Exxiorr. Primarily what do the 1,007 aliens to whom you refer 
of 

Mr. Won Part. These aliens fall under construction work largely, 
and a few are engaged as cooks and barbers and similar types of ac- 
tivities. 

Mr. Exxiorr. And they primarily work for contractors who may do. 
defense work or who may not? 

Mr. Wow Pat. Yes, sir. 

Mr. Exsaorr. Now, what is the pay that these 1,007 people get? 

Mr. Won Part. There have been no available set rates regarding the 
payment of these people, because when these contractors contract the 
aliens, they generally sign an agreement with them prior to their- 
coming to the island, omibthes is usually on a monthly basis rather 
than a per diem or per hour basis. There is no set pattern of rates.. 
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For example, alien employees working for different building con- 
tractors are not paid the same rate. 

Mr. Exxiorr. Where, primarily, do these 1,007 people that you refer 
to as aliens come from ? 

Mr. Won Par. They all come from the Philippines. 

Mr. Ex.iorr. Let us get to the large group of 7,919. 

Mr. Won Par. That is the Navy. The Navy has two contractors on 
the island, the Brown Pacific Maxin, known as BPM, and the Vinnell 
Construction Co. The Brown Pacific Maxin Co. has been over there 
about 7 years. 

Mr. Extrorr. It is a contracting company and it performs contracts 
primarily for the Navy? 

Mr. Won Par. Yes, sir. 

Mr. Exxiorr. And it employs aliens from where? 

Mr. Won Par. From the Philippines. I might say at this time that 
I regret to say that this particular contractor would not hire local 
citizens nor citizens from here who happen to marry a Guamanian. 

Mr. Ex.iorr. Do you make the point that native Guamanians might 
do a lot of the labor that these 9,967 Filipinos that are brought in now 
perform ? 

Mr. Won Par. Yes, sir. We do not say they could all be replaced, 
but some portion of them could. 

Mr. Exxiorr. Why in your mind—if it be a fact that these two con- 
tractors prefer Philippine labor—why do you think that is true? 

Mr. Won Par. Well, it is easy to understand. These aliens are paid 
what we call in common terminology coolie wages or slave wages. 

Mr. Exxiorr. You contend that Guamanians could perform the same 
work that the aliens from the Philippines perform, at least insofar as 
some of the jobs are concerned ¢ 

Mr. Won Par. Yes, sir. I will say some of these jobs could be per- 
formed by local citizens. 

Mr. Exxrorr. But you say the contractors prefer to bring in the 
Philippine labor because they can get that labor considerably cheaper 
than they can get the Guamanian labor ? 

Mr. Won Par. That is correct, and in addition I will say that since 
they are aliens they will be more submissive to the employer’s wishes. 

Mr. Exsiorr. Do you have any idea what wages these two principal 
contractors now pay to the Philippine laborers? 

Mr. Won Par. I think the average for nonskilled is about 32 cents, 
or something like that. 

Mr. Exssorr. What would the average for nonskilled of native 
Guamanians be doing roughly similar work ? 

Mr. Won Par. With respect to Guamanians, the minimum that a 
Guamanian is paid for nonskilled work is 75 cents an hour. 

Mr. Exxitorr. Does the island of Guam have a wage-hour law? 

Mr. Won Par. No, we do not have that, sir. However, the Governor 
of Guam—— 

Mr. Exnzorr. My colleagues tell me that under the organic act you 
are subject to the Federal wage-hour law and that at least there is 
some doubt as to whether you could legislate in that field. 

Mr. Won Par. Perhaps we could legislate for local people but not 
with respect to people working for Federal activities. 
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Mr. Ex.iorr. Now, on March 1 of this year, the Federal minimum 
wage was increased from 75 cents an hour to $1 an hour. Has the 
payment of a minimum of $1 an hour become common in Guam? 

Mr. Won Part. The Government of Guam has established by law 
a schedule of wages and practices. I have also figures before me 
which, if I may, I would like to read to illustrate that. 

Mr. Ex.uiorr. Yes. 

Mr. Won Par. For labor under the Government of Guam the 
minimum is $1 and the maximum is $1.20; for helper general, it is the 
same; for stevedores, it is $1.10 to $1.31; for auto mechanic, it is $1.10 
to $1.43; for carpenter, it is $1.10 to $1.43; for diesel mechanic, it is 
$1.15 to $1.50; for electrician, it is $1.10 to $1.43; for machinist, it is 
$1.10 to $1.43; for gardener, it is $1.00 to $1.15; for painter, it is $1.10 
to $1.43 ; for plumber, it is $1.10 to $1.48 ; for rigger, it is $1.31 to $1.57 ; 
for welder, it is $1.10 to $1.43. 

Now, I also have the Navy schedule here as of March 1. When the 
Federal Minimum Wage Act became operative, the Navy also effected 
an increase in pay for the local citizens over there as well as the 
Filipinos, from 2 cents to 7 cents. 

I have some figures with respect to the Navy as to how much they 
pay the Filipinos and as to how much they pay the Guamanians, 
and as to how much they pay the statesiders, I mean citizens from the 
mainland, from the continent of the United States who go over there 
or who reside over there. 

Mr. Extiorr. Suppose you read that into the record, as I am in- 
terested in those classifications. 

Mr. Won Part. I will submit it for the record, Mr. Chairman. 

Mr. Ex.iorr. Read it, and tell us what it is, Mr. Won Pat. 

Mr. Won Par. Under the Navy’s classification of laborer, they pay 
the Filipino 77 cents, the Guamanian $1, and the statesider $2.13. 

Mr. Ex.iorr. Now, let us get back to the first classification of 
laborer, the Filipino, an alien is paid 77 cents an hour? 

Mr. Won Part. Yes, sir. 

Mr. Ex.iorr. The Guamanian is paid $1 an hour? 

Mr. Won Par. Yes, sir. 

Mr. Ex.sorr. In conformity, I presume, with the Wage and Hour 
Act? 

Mr. Won Part. Yes, sir. 

Mr. Extiorr. And the statesider is paid what? 

Mr. Wow Part. $2.18. 

Mr. Exniorr. $2.13? 

Mr. Won Par. Yes, sir. 

Mr. Ex.iorr. Now, can you give us the benefit of a comparison in 
the productivity of the Filipino on the one hand and the Guamanian 
on the other, and the sorte wt on the other, if you have any informa- 
mation on that ? 

Mr. Won Par. I cannot give you accurate information on that, I 
would be prejudiced in that respect, because of my being a Guamanian. 
However, I will state my views on this, from my own experience. 

Mr. Extiorr. Yes, give us the best information you have. 

Mr. Won Part. The Filipino, the Guamanian, and the statesider 
work side by side. I may concede that the statesider may be more 
energetic, working in the same class of work by virtue of his natural 
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characteristics, he being from a climate which makes him naturally 
more aggressive and more energetic. People, of course, in the tropics 
are, naturally, not as energetic as people from the temperate climates, 
other things being equal, of course. 

However, as I understand it, the Filipinos working in other types 
of work have to be trained by the Navy. Some of these people have 
been working for the Navy for the last 5 to 7 years, and during all 
of these years, they have been trained and paid at the same time. If 
during these years, the people of Guam were afforded the same oppor- 
tunity, they would have become more skillful, too, in the work. 

Mr. Exxiorr. At this point, I will yield to my colleague from Cali- 
fornia, Mr. Roosevelt, a desires to ask some questions. 

Mr. Roosrvetr. Thank you very much, Mr. Chairman. 

I appreciate the opportunity of being here and I appreciate my col- 
league permitting me to come in out of order, at this time, because, un- 
fortunately, I have to go back to another subcommittee meeting which 
is still going on. 

I would like in my own mind to be very clear about this main point 
that you are trying to bring out which is that, at the present time, a 
Guamanian, as a citizen of the United States is protected under the 
minimum wage law and that if the proposed bills were enacted into 
law writhabt: ahi e and without providing you with continued pro- 
tection, it would be a step backward, that you would be going back 
from the standard of living which you have established if you did 
not have this protection and, therefore, you are asking this committee 
to maintain the minimum wage protection which has been provided 
for you in the past, and which you feel should remain in effect ? 

Mr. Won Par. Yes, sir; exactly. 

Mr. Roosrvetr. I may say that I am in full sympathy with that 
point of view and I would find it very difficult to find any reason why 
any American citizen should be penalized by Congress by removing 
the protection of the law which has been in effect in the past and 
cone —_ a step backward in the standard of living which has been 

rovided. 
“ I have one other question, Mr. Won Pat. 

Is there any feeling that you may have that maintaining the differ- 
ence between the wages paid to imported Filipino labor, creates an 
unsatisfactory situation which can only perhaps result in a loss to the 
Guamanian economy? In other words, if the Filipino laborer was 
paid the same wage, assuming he had reasonably the same proficiency, 
would it not sheate a good effect on the economy of Guam? 

Mr. Won Par. Yes, sir; that is exactly the contention that we hold 
that, by the very fact that the Filipinos are paid a lower wage than 
the Guamanians, that, in itself, tends to deprive the Guamanian of 
the same opportunity of earning, of obtaining a job. 

Mr. Roosevetr. It has a dual effect. It keeps the Guamanian from 

sting! the job, and, secondly, undoubtedly it means less money in 

uam because I presume that a good part of this money is spent by the 
Filipino laborers in Guam. 
. Won Par. Some portion of it is, yes; but I suppose the major 
portion is returned to the Philippines. 

Mr. Roosrvett. What about the point raised about the possibility 
of Communist use of the different wage scales there? Do you have 
any opinion about that, being closer to the picture ? 

73588—56—pt. 2—9 
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Mr. Won Par. I am glad you brought that out because that rests 
upon the security of Guam. 

On Guam, as stated before, from the record here, there are 13,000 
aliens. Most of, or the majority of, these aliens are employed by the 
military. I can see how, with all of these aliens being considered as 
~ security risks, under the present policy of the Department of 

efense, that Guam has been considered, since 1941, by Executive 
order of President Roosevelt, your distinguished father, as an A and C 
defensive area. It prohibits anybody from going in or out without 
having clearance from the Navy Department. That is still in effect. 
Even if you are an American citizen, a resident on Guam, before you 
can get out of Guam and come back, you must get security clearance 
from the Navy. 

There are 13,000 Filipinos over there. 

Now, the Filipinos are, certainly, subject to Communist influence 
inasmuch as I think the records would substantiate that in the Philip- 
pines, there is evidence of Communist strength or influence. No one 
can be sure that all of these 13,000 Filipinos have no Communist 
influence. As a result of these and other militay measures, a local 
citizen cannot go into the compound without getting a pass, and in 
the same manner, if you go to leave Guam, you must get a Navy 
clearance to go and even if you are a permanent resident, before you 
can get out of Guam, and come back, you must get that clearance 
from the Navy. 

I think that question should be explored and that something has 
to be done in order to deal with that situation because it works a hard- 
ship on the civilian segment of the territory and I think it hinders us 
also in our progress as far as concerns development of the island. 
You see, we have no alternative about that because Guam is considered 
a security area and it is fully controlled by the military, but at the 
same time, we have a civil government on Guam, so under that condi- 
tion, it is difficult for us to create some kind of economy other than 
= military because everything there is controlled largely by the 
military. 

We feel as leaders of the community that we must provide something 
for a cushion in case the military activities there fluctuate, and we 
recognize that the economy of the island is superficial or artificial. 

Mr. Roosrvetr. Mr. Won Pat, how many Guamanians do you think 
are available for employment by these contractors? 

Mr. Won Par. I have some figures here on that. 

Mr. Roosevetr. You do have those figures? 

Mr. Won Par. Yes, sir. I would like to read this to you. 

The number of Guamanians employed by the Navy presently is 
992; by the Air Force, 99; by the government of Guam 1536: by pri- 
vate enterprises, 432; self-employed, 581; and the number of farmers 
is 607. 

So the actual total number of Guamanians gainfully employed is 
4,383. 

Mr. Roosrvetr. What is your total available labor supply ? 

Mr. Won Part. I am going into that also. I am just trying to give 
you a breakdown of it and to give you the back-up. 

Mr. Roosevetr. All right. 

Mr. Won Par. In the Armed Forces, the numbers are as follows: 
In the Air Force, there are 456; in the Navy, there are 642; in the 
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Army there are 346; in the Marine Corps, there are 56, making a to- 
tal of 1,502 in the Armed Forces. 

The number of Guamanians who are eligible to vote, or eligible 
voters, in the island is 12,245. 

There are 1,067 who are either in high school locally or elementary 
school. 

There are 227 over 18 years of age in vocational training or college 
locally, and 60 are abroad obtaining schooling here on the mainland. 

The total number of male residents gainfully employed is 5,737. 

The number of female residents gainfully employed is 1,405. 

The number of casual or temporary employees in the Government of 
Guam, commercial port, is 308. The number employed on Govern- 
ment of Guam, capital improvements, is 260, making 568. 

The estimated number over 18 years of age not gainfully employed 
is 3,749, and we have estimated the yearly potential labor supply at 
about 500. This constitutes the number of pupils getting out of 
school every year. ; 

Mr. Roosevett. In other words, the present loss of labor which 
could be used, but which is not being used, is 3,749 ? 

Mr. Won Par. Yes, sir, that is correct. 

Mr. Roosrverr. That is roughly one-third the total number of 
Filipinos employed on the island, Mr. Chairman. 

Thank you, Mr. Chairman. I think that is the information I de- 
sire. I appreciate very much the information you have given us, 
Mr. Won Pat. 

Mr. Exxiorr. Thank you, Mr. Roosevelt. 

Mr. Landrum. 

Mr. Lanprum. How long have you been a citizen of Guam, Mr. 
Won Pat? 

Mr. Won Part. How long have I been a citizen of Guam? 

Mr. Lanprum. Yes. 

Mr. Won Par. I was born and raised on Guam. 

Mr. Lanprum. You have lived there all of your life? 

Mr. Won Par. Yes, and I am now 48 years old. 

Mr. Lanprum. Where did you get your elementary and high-school 
education ? 

Mr. Won Par. On Guam. I only went to elementary school. The 
rest of it is self-acquisition. 

‘ Mr. a You have studied on the mainland, in the United 
tates 

Mr. Won Par. No, sir, I have not. 

Mr. Lanprum. You have not? 

Mr. Won Part. No, sir. 

Mr. Lanprum. The only formal educational training which you 
have had is that which you obtained on Guam ? 

Mr. Won Part. In elementary school, yes, sir. 

Mr. Lanprum. Is it your contention here, Mr. Won Pat, that the 
only reason for the Navy or other military agencies of the Govern- 
ment not employing these 3,700 Guamanians which you mentioned, is 
because they can get Filipino labor cheaper ? 

Mr. Won Par. Yes, that is one reason. 

Mr. Lanprvum. Is that the only reason ? 

Mr. Won Par. No, sir. Let me read this—I am not being critical 
of the Navy in that respect—I am merely trying to state some of the 
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facts. I had incorporated in my statement that there is justification 
for the hiring of alien labor by the Defense Department for the de- 
fense effort, and we believe that should continue to be the case as long 
as the local supply of labor is inadequate. 

Mr. Lanprum. That is not my question, Mr. Won Pat. 

I do not want to belabor the point, but I asked you a question which 
I think you ought to be able to answer categorically yes or no. Are 
you contending to this committee that the only reason why the Navy 
or the other military agencies of the Government decline to emplo 
these 3,700 available Guamanians and employs instead of them, Fil- 
pinos, is because they can get the Philippine laborers cheaper ¢ 

Mr. Won Pat. No, sir. 

Mr. Lanprum. Well, what is the reason, other than that, for not 
employing them ? 

Mr. Won Par. That is not the basic reason, sir. I will say it is 
true that some of our people are not properly trained to perform the 
types of jobs that may be required to es r Hig However, we also 
contend, on the other hand, that there are some of these jobs that 
could be done by local citizens. 

Mr. Lanprum. Tell me again your total employable force. I believe 
you stated that figure once. What is the total number of Guamanians 
available for all employment, not the 3,700 that you say are not 
employed, just the total number that could be employed. 

Mr. Won Pat. The total number employed—— 

Mr. Lanprum. No, the total number that could be employed, the 
number that is employable, that could be employed. 

Mr. Won Part. It is 12,245. 

Mr. Lanprum. That is not your population ; that is the employable 
force that you feel you have, 12,245. 

Mr. Won Pat. Yes, sir. 

Mr. Hour. Will the gentleman yield ? 

Mr. Lanprum. Yes. 

Mr. Horr. How many Guamanians that could be employed are un- 
employed now ? ' 

Mr. Won Par. I just stated that a while ago, 3,700 and some. 

Mr. Horr. That is the number unemployed right now ? 

Mr. Won Par. Yes, sir, the number not gainfully employed, but who 
could be employed. 

Mr. Lanprum. Of that number of 3,749, are they all employable in 
the sense we think of when we want to em voy somebody, ready, will- 
ing, and able to work or are they just available 

We have lots of people who are not particularly interested in being 
employed. 

Mr. Wor Pat. Well, I think it is natural for any human being, when 
he seeks employment, to seek that which will be most conducive to 
his personal well-being. I mean to say that, naturally, he wants to 
find the job that pays most. Of course, under certain conditions, he 
may have to take whatever job comes to him. 

Now, let me say that personally I understand there are about 750 
applications pending at the Navy, but none of these applications have 
been considered. 

Mr. Lanprum. Let us just be blunt about it. Is it not true that about 
75 percent of this 3,700 people that you are referring to are people 
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that are just not able to do the kind of work that is required by our 
defense agencies, whether they-are Guamanians or what they are? 
Is not that true? 

Mr. Won Par. I would not say that. 

Mr. Lanprum. You would not say it is not true, would you? 

Mr. Won Par. No. 

Mr. Lanprum. Allright; that isall. 

Mr. Ex.torr. Mr. Chudoff. 

Mr. Cuuporr. First of all, I want to apologize to the chairman and 
the distinguished members of the Guam Legislature, for coming in 
late. I feel when you have come so far to place your problem before 
us, that we ought to be here to hear your complete statement. The 
reason I was not here at the beginning of this committee hearing is 
due to the fact that I am chairman of anothetr subcommittee and had 
to be there. Nobody has ever been able to work out how to cut a Con- 
gressman up into 5 pieces so that he can be 5 different places at the 
same time. 

Before you leave, I would like to ask you for a copy of your state- 
ment, if you have one. I am interested especially in trying to find out 
what kind of work these Filipinos that are brought into the island 
of Guam do. 

Mr. Won Part. Let me say that they are employed to do not only 
manual work like cleaning and hauling, but also in driving trucks and 
heavy equipment, and stevedoring, and some of them are doing some 
semiskilled, or even skilled, work like mechanics, carpenters, elec- 
tricians, painters, plumbers, and so forth. 

Mr. Lanprum. Will you yield, Mr. Chudoff? 

Mr. Cuuporr. Yes. 

Mr. Lanprum. Now Mr. Won Pat, in your opinion, what per- 
centage of this 3,700 unemployed Guamanians could perform work 
of the type that you have just related to Mr. Chudoff ? 

Mr. Won Par. What ntage ? 

Mr. Lanprum. Yes, what percentage of the 3,700 Guamanians now 
unemployed could perform work of this type? 

Mr. Won Par. Of the unskilled type of classification, I am very 
sure the major portion could be replaced. 

Mr. Lanproum. I do not think you have answered my question, Mr. 
Won Pat. 

Mr. Won Part. I will ask Mrs. Torres to answer it. 

Mrs. Torres. Would _ please repeat your question ? 

Mr. Lanprum. Mr. Won Pat, in replying to Mr. Chudoff, related 
certain fa of jobs now aoe peers by Philippine labor. 

Mrs. Torres. Yes, that is right. 

Mr. Lanprum. In the various agencies of our Government. 

Mrs. Torres. Yes, sir. 

Mr. Lanprum. I asked him to tell me, in his opinion, and I will 
accept your opinion as well, as I would like to have your opinion, 
in your opinion what percen of this 3,700 Guamanian labor force 
which is now unemployed could do acceptable jobs in the job levels 
he just related to Mr. Chudoff ? 

Mrs. Torres. My opinion would be that since the people that were 
brought in there by the Filipino leaders are divided. into the skilled 
and unskilled group, that I would heartily agree that many of our 
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people have never had any training in the skilled work, such as archi- 
tects, engineers, and first-class carpenters, but to answer your question, 
T would say about 3,000 of our unemployed could do successfully, 
work such as digging ditches and cleaning up mess halls, and that 
they are the cases where an unskilled person could work. 

Mr. Lanprum. I believe that would be obvious to us all, Mrs. Torres, 
but the type of jobs related by Mr. Won Pat was heavy-equipment 
operators and other types of mechanical work. I asked you what 
pees of those 3,700 unemployed Guamanians could do that type 
of work. 

Mrs. Torres. Well, it is very difficult to answer that because we 
actually do not know the skills of that unemployed 3,700. We know 
that the majority of them are unskilled laborers. There might be 
in that group of 10 who could drive heavy equipment. However, I do 
not actually have proof of that. 

Mr. Lanprum. Mrs. Torres, I do not wish to appear impolite or 
discourteous at all. I respect your position and I think I under- 
stand something about your argument, but the truth is simply this, 
is it not, that of this 3,700 unemployed, that not more than a handful 
could do the type of work that Mr. Won Pat has related ? 

Mrs. Torres. Yes, sir, that is true. 

Mr. Won Par. No; I would not agree to that, sir. I would like 
to elaborate on that if I may. 

Mr. Lanprum. Mr. Chudoff has the floor. 

Mr. Cuouporr. I think the questions you raised are good ones and 
I think we ought to get the answers to them in the record, if we can. 

Mr. Won Part. Most of these skilled workers were trained by the 
Navy when they were engaged and have been on this job for 5 to 7 
years, and they Bae gone along with the work. You see, such oppor- 
tunities were not afforded to us. For example, in stevedoring, it is 
done for the Navy largely by Filipinos. We have over 308 stevedores 
and they only get about 1 or 2 days’ work a week, or 3 days a week, 
whenever a ship comes in. So these people are just casual workers. 
They are available to and able to perform work at the Navy dock, but 
that work is done by Filipinos. 

Now, in the government of Guam, we provide opportunities for 
work for those people who have similar skills and abilities, on capital- 
improvement een that is, the construction of roads and the con- 
struction of schools and other public buildings. We have a force of 
260, and these people comprise, of course, carpenters, masons, elec- 
tricians, plumbers, and so forth. These people are casual employees, 
or just temporary employees. I am sure that they could perform 
the work which these Filipinos do. 

Mr. Lanprum. Are you telling me that the Filipino labor forces 
now performing these jobs come to Guam without any of those skills, 
and that they were trained entirely on Guam ? 

Mr. Won Par. Many of them were, sir. 

Mr. Lanprum. How many ? 

Mr. Won Par. I am not in a position to say how many; I did not 
go into that detail, sir. 

Mr. Cuuporr. Are there any Filipinos who have highly skilled posi- 
tions like engineers and technicians? 

Mr. Won Par. Yes, sir. 
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Mr. Cuoporr. I think you will agree that that type of employee is 
necessary, Whether you bring them in from the Philippines or the 
United States. 

Mr. Won Par. Yes, sir. 

Mr. Cuouporr. But let us forget about that for a minute. There 
is nothing unintelligent about a Guamanian, is there? So that he 
cannot learn the same type of work that the Filipino can ? 

Mrs. Torres. No, sir. 

Mr. Cuuporr. If it is necessary to bring Filipinos in to do a certain 
type of labor, and it is necessary to train them, certainly similar 
training could be applied to a Guamanian. 

Mr. Won Part. They are now providing training, the Armed Forces 
and the Navy are now in the process of setting up on-the-job training. 

Mr. Cuuporr. The Filipinos are aliens and they have to have visas 
in order to come into Guam, do they not? 

Mr. Won Part. Yes, sir. 

Mr. Cuuporr. Do they not have to prove to the American Consul 
on Guam that they are necessary in order to get a visa to enter Guam? 

Mr. Won Par. Yes, sir; that is quite correct. All of these aliens 
coming into the Territory have to abide by the immigration laws. 
Many of these Filipinos were brought over there prior to the establish- 
ment of the immigration officein Guam. They were brought in by the 
Armed Forces. 

Mr. Cuuporr. If a contractor has a job to do on the island of Guam, 
does he not have to justify the importation of labor before he can get 
visas for them? 

Mr. Won Part. Yes, sir. 

Mr. Cuuporr. Do you have any kind of Guamanian law which says 
that they cannot use foreign labor on Guam unless local labor is not 
available? 

Mr. Won Par. There is no law of that kindon Guam. We certainly 
cannot legislate or enact any law that will effect that. 

Mr. Cuvuporr. That is true as far as the Army, the Navy, the Air 
Force, and the Marine Corps are concerned, but how about your public- 
works program, your roads, schools, and public buildings, do you not 
have a right to legislate on that question as to the kind of labor which 
is to be used, and that foreign labor cannot be used unless local labor is 
not available for the purpose? 

Mr. Won Par. I think we have done that in this respect, first we 

uire that the government of Guam in any projects that it may invite 
bids for private bidders on, will have to employ at least 51 percent of 
local citizens. 

Mr. Cuuporr. So that you have that protection on the island which 
requires the employment of 51 percent of local citizens in connection 
with building local projects? 

Mr. Won Part. Yes, sir; that is true. 

Mr. Cuuporr. So that the Army, the Navy, the Marine Corps, or the 
Air Force, when they are building anything there, does not consult 
anybody, but goes out and gets Bislinine labor to do it, even though 
local labor is available to do it? 

Mr. Won Par. The policy, as I understand it, of the Department of 
Defense, is to utilize local labor to the maximum. However, in their 
policy with respect to the hiring of labor, it is that they have a ceiling 
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or restriction with respect to the hiring of either statesiders or local 
citizens, but there is no ceiling with respect to the hiring of aliens. 

Mr. Cuuporr. The reason they have to give the statesider a higher 
waae is because they have to make it attractive for him to leave his 

ome. 

Mr. Won Par. I am talking about about the number of them. Cer- 
tain activities require a certain number of personnel to do the job, 
and in connection with those particular activities, as I understand, 
the policy is that they can only hire a certain number of American 
citizens, Statesiders, and Guamanians, but with respect to the aliens, 
they can hire any number. There is no restriction. 

Mr. Cuuporr. You have testified that there are 3,749 people avail- 
able on the island of Guam, available for work, but who are unem- 
ployed. Do you have an unemployment compensation law there? 

Mr. Won Par. No, sir. 

Mr. Cuuporr. Do you have kind of Government agency that tries 
to provide jobs for people who are unemployed like our State un- 
employment offices here in the United States? 

Mr. Won Par. No, sir. We do have, however, what we call the 
department of labor or personnel. They are concerned largely with 
the Government of Guam employees. 

Mr. Cuuporr. Would you say that any number of the 3,749 people 
are quite anxious and willing to work? 

Mr. Won Par. I will say they are, if jobs are available. 

Mr. Cxuporr. How do they exist; are they on public assistance, 
and how do they get along? 

Mr. Won Pav. The average Guamanian family is 5.2. 

Mr. Cuuporr. What do you mean by that? 

Mr. Won Par. I mean the average family consists of about five 
persons. 

Mr. Cuuporr. Pardon me. Somebody in the family is a wage 
earner and he supports everybody else in the family ? 

Mr. Won Part. Yes, sir; that is right. 

Mr. Cuuporr. Do you have any recommendations that you can 
make to the Congress about legislation which will help to solve this 
problem on the island ? 

Mr. Won Par. I think our recommendation is that every oppor- 
tunity should be given to local citizens for employment. 

Mr. Cuuporr. In other words, you want Congress to pass a bill 
saying that military installations shall not have the power to hire 
aliens unless local labor is not available? 

Mr. Wow Par. Yes, sir; unless local labor is not available. 

Mr. Cuuporr. You think that type of legislation would help your 
problem, or maybe cure it? 

Mr. Won Par. You know, we have statutory authority. It is diffi- 
cult as a matter of policy to carry it out. 

Mr. Cuvuporr. I understand that, but you have no problem with 
your local Government. Your local Government is required to, and 
provides for, the hiring of local labor, and no public works program 
can exist, and no money can be appropriated to put anybody to work 
on these projects unless local labor is not available. 

Mr. Won Par. Yes, sir. 

Mr. Cxuporr. So that your big problem is in connection with the 
military installations? 
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Mr. Won Part. Yes, sir. 

Mr. Lanprum. Will you yield for a question, Mr. Chudoff? 

Mr. Cuuporr. Yes. 

Mr. Lanprvum. I believe you stated that your local law required the 
hiring of only 51 percent of Guamanian labor. Why do you permit 
such a large bgp of other labor to be employed in these fields, 
in other words, 49 percent ? 

. Mr. Won Part. That is because very many of our people are not 
skilled workers. Most of the construction workers ee the construc- 
tion companies on the island have for the most part alien employees. 

Mr. Cuuporr. I have just one more question. 

Do you have any labor unions on Guam ? 

Mr. Won Par. No, sir. 

Mr. Ciruporr. You have no organized labor there at all ? 

Mr. Won Part. No, sir. It is difficult to organize labor on Guam 
because most of them are working for the Government. 

Mr. Cuuporr. And, as I understand it, you are here today for one 
reason, you feel you want to keep Guam under the Fair Labor Stand- 
ards Act. You do not want Guam to have a different minimum wage 
than any other part of the United States? 

Mr. Won Part. That is right. 

Mr. Cuuporr. That is all. 

Mr. Extiorr. Mr. Holt. 

Mr. Hour. Thank you, Mr. Chairman. 

I want to congratulate you, Mrs. Torres, and you, Mr. Won Pat, on 
your testimony because it has been very brief and very well done. 
It has been very nicely presented. I think you have answered the 
questions which have been asked very well. We are trying to educate 
ourselves on other matters than those which are immediately before 
the committee for consideration in order to acquire a better general 
understanding of them. 

What is the breakdown of these 3,749 people who are unemployed ? 
How many women and how many men are included in that number, 
and what are their ages? 

Mr. Won Pat. I do not have that right now. 

Mr. Hour. Where did you get these —— Mr. Won Pat? 

Mr. Won Pat. Where did T get these figures ? 

Mr. Horr. Yes. 

Mr. Won Par. These are figures compiled by the Government, our 
Government. 

Mr. Horr. You could present those figures to the committee at a 
later date. 

Mr. Won Par. Yes, sir. 

(The information referred to will be available for reference when 
furnished. ) 

Mr. Hour. You mentioned that stevedores are only employed 2 days 
a week, and that other stevedores are employed to take their places, 
Filipino stevedores. 

r. Won Pat. Yes; in the Navy they employ Filipino stevedores. 

Mr. Hour. The local stevedores are employed by the private ships 
that come in? 

Mr. Won Pat. The Guamanians are employed at the commercial 
port. 
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Mr. Hour. And they only receive 1 or 2 days work a week there? 

Mr. Won Par. Yes, sir, 2 or 3 days. 

Mr. Hour. In other words, your Guamanian citizens would like to 
be employed by the Navy? 

Mr. Won Par. Yes, sir. 

Mr. Hour. Why are they not employed ¢ 

Mr. Won Par. They have Filipinos there. 

Mr. Hour. Why do they have them? Do they pay the Filipinos 
less ? 

Mr. Won Par. Yes; they pay the Filipinos less. 

Mr. Hor. What is the difference between the pay of a Filipino 
stevedore and a Guamanian stevedore? 

Mr. Won Par. The difference according to this figure here is 36 
cents. 

Mr. Hour. Your Guamanian stevedores have made application to 
work for the Navy? 

Mr. Won Part. I do not know whether they have made application 
or not. 

Mr. Hott. Is there a ceiling on the number of Guamanians employed 
by the Navy? 

Mr. Won Part. Yes, sir; there is a ceiling. That is the information 
I get from the Personnel of the Navy as well as the Air Force. 

Mr. Horr. That there is a ceiling 

Mr. Won Par. Yes, sir; that there is a ceiling, and they are helpless 
in that respect. 

Mr. Horr. And it is placed on there by the Air Force and by the 
Army and the Navy? 

Mr. Won Par. Yes, sir; you see, the Navy contracts to provide for 
supplying the labor requirements. 

Mr. Hour. When you have a complaint like this, which is a legiti- 
mate one, if there are unemployed Guamanians, does your legislature 
make a recommendation about, or a petition concerning, such matters? 

Mr. Won Par. We have done that. 

This is just an acknowledgement from the Secretary of Defense of 
1954, which I will read as part of this record. This is from the Sec- 
retary of Defense and is dated Washington, August 27, 1954. He 
states : 

Dear Mr. Speaker: By letter of July 30, 1954, the Executive Secretary of the 
Second Guam Legislature transmitted a copy of Resolution No. 156 of July 13, 
1954, memorializing the Congress of the United States to require that the De- 
partment of Defense and contractors working for the Federal Government employ 
United States citizens when available before importing alien labor. 

It is the policy of the Department of Defense in the recruitment of civilian 
personnel on Guam to use local residents to the maximum extent possible. To 
date, it has not been possible to recruit locally either sufficient workers or per- 
sonnel with the skills necessary to carry out the Department of Defense pro- 
grams on Guam. I am informed that extensive efforts are made by the Depart- 


ments of the Navy and Air Force to recruit United States citizens who are 
residents of Guam. 


(The balance of the letter above referred to is as follows :) 


Additional personnel have been recruited from the United States and the 
Territories, however, due to such factors as geographical location, environmental 
conditions, and lack of housing facilities, the military activities as well as their 
contractors have been unable to recruit a sufficient number of employees. Thus 
it has been necessary to seek a third source of labor, namely, from the Republic 
of the Philippines. 
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Filipino employees are hired and brought into Guam only upon approval of 
the Immigration and Naturalization Service of the United States Department of 
Justice after the Department of Labor and personnel of the Government of Guam 
has certified that qualified workers are not available in the Territory of Guam. 

Under existing conditions, the present practice of using imported labor from 
the Philippines is in the best interests of the Department of Defense. We will 
continue to make maximum use of available Guamanians who can qualify for the 
work to be performed. 

Sincerely yours, 
R. W. ANDERSON, Acting. 

You see, sir, we have been doing this, but what has happened in 
the past is that these matters come before the Congress and usually 
end up in just a few days, sometimes before we get an acknowledge- 
ment. That is one of the reasons we are here, because we feel this 
requirement would merit the attention of Congress or this committee. 

Mrs. Torres. Referring to one of your questions there, I would just 
like to show you an example. We have a large contracting firm in 
Guam called B. P. M. 

Mr. Hott. That is the Brown, Pacific, Maxin Co. 

Mrs. Torres. Yes, sir. 

We have sent them resolutions inviting them to come and discuss 
the problem of hiring local residents. e have done everything we 
could about it, but they have always ignored our petitions and requests 
because they felt they were in the military area and we had no juris- 
diction over them. That is one example of a large contractor on the 
island working for the military that has refused all of these years to 
employ any local Guamanian citizens. They have not done it yet. 
They will not answer our letters, and they will not answer our requests 
to come in and discuss the situation. They feel they are out of the 
jurisdiction, and they do not have to answer. 

Mr. Hott. What happens to the income tax that you pay over there? 
It goes into the Territorial funds and it stays in the island ? 

Mr. Won Par. Yes. 

Mr. Hour. How is that spent? Does the legislature spend it? 

Mr. Won Par. Yes, sir. 

In other words, the legislature appropriates for the executive 
branch, the judicial branch and the legislative branch of the govern- 
ment, and out of the balance of the operating budget, we appropriate 
for capital improvements like roads, schools, and so forth. 

Mr. Horr. As I understand it, from this talk about this 3,749 unem- 
ployed, most of them are unskilled, is that correct? 

Mr. Won Par. Yes, most of them. 

Mr. Hour. So the jobs being held by the Filipinos are ones that they 
could hold? 

Mr. Won Par. Some of them. Some of them are in school; that is, 
both vocational, high school and college. 

Mr. Horr. Of the 3,700? 

Mr. Won Par. Yes, sir. 

Mr. Hour. And part of them are supported by their families? 

Mrs. Torres. The Guamanian custom is that when someone is out 
of work, those who are working will see that they are not unfriended. 

Mr. Horr. The main reason the private companies do not employ 
Guamanians for the same jobs that the Filipinos are holding is because 
they have to pay the Guamanians more, is that true ? 

Mr. Won Par. Yes, they have to pay them more. 
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Mr. Hott. That is the only reason? 

Mr. Won Par. Of course, when a Guamanian is not capable of do- 
ing such a type of work, maybe a Filipino is used and justified there. 

r. Horr, Thank you very much. 

Mr. Ex.iorr. Does any other member of the committee have any 
further questions? 

Do you, Mr. Won Pat, or Mrs. Torres, desire to take a minute to 
summarize what you have said to us? 

We have been over the field pretty generally but if you would like 
to summarize it for a minute, we would be glad to hear you. 

Mrs. Torres. In my discussion, I stressed the fact that it was neces- 
sary that the people of Guam keep the present standard of living and 
I think I also pointed out to you that even at the present time, where 
the minimum wage provision of $1 an hour is beling enfor in 
other words, where they are making that, that they are still having a 
= of making ends meet because of the high cost of living on the 
island. 

The other thing that we have mentioned here is that we also feel 
that if these two bills were passed, that it would be discriminatory ac- 
tion. We are American citizens and we are very proud of bein 
American citizens, and we feel that the laws that are enforced an 
which the people are subject to in these parts of America also should 
be applied to us. 

I will turn over, as I said, some statistics to show to you that even 
with the $1 an hour wage that they are getting, that it is still a little 
difficult for them to bres 1 ends meet, Se if this bill should be passed, 
then it would mean that there would be a possibility of the Secretary 
of Labor putting a lower minimum wage into effect and cause more 
confusion and more discomfort to many people, and I hope that the 
committee will give us this consideration. 

Mr. Extiorr. y do you not, Mrs. Torres, offer your additional 
material now for the record so that we can get it into our record ? 

Mrs. Torres. I think I have it put together in the statement. It is 
all attached as exhibits. 

Mr. Ex.xiorr. As an exhibit to your statement ? 

Mr. Won Part. Except mine, and I am going to give it for the record. 

Mr. E.uiorr. Do you desire to sum up, Mr. Won Pat? 

Mr. Won Par. Yes, sir. 

Mr. Chairman, and honorable members of the committee, I would 
like to say this in conclusion, that we, as Americans, are grateful for 
the opportunity that has been afforded us and that we are also part, 
an integral part, of this great Nation. _ 

We recognize our responsibilities as citizens, and we are ever ready 
to make even the supreme sacrifice in discharging our responsibilities 
in the interests of our Nation and we feel also, as Americans, that we 
are entitled to the same rights and privileges as other citizens of this 
great country, and in that view, I ask that you give this matter due 
consideration. 

Mr. Etuaorr. Thank you, Mrs. Torres and Mr. Won Pat, for the 
information that you have given us. It has been very helpful to the 
committee, and we appreciate the great amount of travel and incon- 
venience that you have been put to in order to bring your testimony 
to us. 
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Thank you very much. 

- Mr. Wow Part. Thank you very much, Mr. Chairman and gentle- 
men of the committee. 

Mrs. Torres. Thank you very much. 

Mr. Ex.iorr. The subcommittee will be in recess until 10 o’clock 
next Tuesday when we will meet for the purpose of hearing the 
Governor of Guam. 

(Thereupon, at 12 o’clock noon, the subcommittee recessed until 
Wednesday, April 18, 1956, at 10 a. m.) 
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SESSIONS, AND OVERSEA AREAS OF THE UNITED 
STATES 


WEDNESDAY, APRIL 18, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE 
on EpucatTion AND LAgor, 
Washington, D. C. 

The subcommittee met at 10:15 a. m., pursuant to call, in room 429, 
Old House Office Building, Hon. Carl Elliott (chairman) presiding. 

Present: Representatives Elliott, Landrum, Holt, Coon, and Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, 
minority clerk; James M. Brewbaker, general counsel; Kennedy W. 
Ward, assistant general counsel; and Russell C. Derrickson, chief in- 
vestigator. 

Mr. Exxiorr. The subcommittee will be in order. 

We are privileged today to have as our witness the Honorable Ford 
Q. Elvidge, the Governor of Guam. 

We are happy to have you, Governor Elvidge, and we hope that the 
extra day’s stay in the Capital has not inconvenienced you too much. 

I have just bon told, also, that we are privileged to have as our 
guest this morning, Mrs. Elvidge, wife of Governor Elvidge, and I 
would like to say we are happy to have her. 

We were privileged last week to have testimony about Guam from 
Mrs. Cynthia Torres, and Mr. A. B. Won Pat, members of the Guam 
Legislature. 

Now, Governor Elvidge, you may proceed in anyway that you desire. 
If you want to read your statement, you may do that; if you want to 
summarize it, or however you care to proceed, is all right. 


STATEMENT OF HON. FORD Q. ELVIDGE, GOVERNOR OF GUAM 


Governor Etviner. Gentlemen, I have prepared a very brief state- 
ment of my position as Governor of Guam. 

I thought perhaps it would be helpful for the committee to know at 
once what my position is. 

I believe a copy of this has been submitted to each member of the 
committee. I should be very happy to read it, if that is agreeable. 

Mr. Exxiorr. Yes, sir. 

Governor Exviner. My name is Ford Q. Elvidge. Iam Governor of 
Guam and have been for 3 years. 

As Governor of Guam I am in favor of the enactment of the legis- 
lation now before you for two reasons: 
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First, by reason of the position of the Department of Defense. Of 
course, the problem of defense is not primarily my problem, but the 
economy of Guam is so closely linked, with the defense program of 
construction and development on the island that anything that would 
interfere with or interrupt that program would seriously and vitally 
affect the economy of the island. 

Second, except for Government of Guam employees, the prevailing 
a wage in many activities on the island is less than $1 per 

our. 

To require employers to pay a minimum of $1 per hour might cause 
employers to recruit more expensive but higher-skilled labor from 
Hawaii or the mainland, rather than pay a higher wage to less skilled 
local labor. 

This would be unfortunate for local labor and the island people. 

The price of labor on Guam today is a competitive price, resulting 
from the amount of work available and the vack of employment. 

This, of course, is a very brief summary of my position with re- 
spect to this legislation, but I shall be glad to answer to the best of 
my ones any questions that members of the subcommittee may wish 
to ask me. 

Mr. Ex.xiorr. How many employees, Governor, does the govern- 
ment of Guam have? 

Governor Exviner. The government of Guam as of April 1 of this 
year, employed 2,481 persons, of which 2,010 were Guamanians. 

Mr. Extorr. 2,010 were Guamanians? 

Governor Exvinee. Yes, sir. 

Mr. Extiorr. What were the other 300 or so? 

Governor Exviner. It would be broken down this way: The Guam- 
anians employed by the Government, including 300 stevedores who 
are Guamanians, are 2,010. Aliens employed by the government, 
including 26 Filipino nurses, is 46, that is, 46 aliens; statesiders em- 
ployed by local hire, that is, statesiders on the island, 267; off-island 
contract, that is, those whom we have recruited, 158; making 425 
statesiders, or a total of government of Guam employees of 2,481. 

Mr. Exsorr. I did not quite understand where the 158 came from? 

Governor Exviner. The statesiders may be broken down into two 
classes. First, those on the island—I mean the statesiders living on 
the island—— 

Mr. Extaorr. Yes, sir. 

Governor Exviner. 267; off-island contract, that is, those whom we 
have recruited to the government of Guam for specific purposes, 158 ; 
making a total statesiders of 425. 

Mr. Extiorr. And 46 aliens, of which there is the nurse group of 
twenty-odd. 

Governor E:vince. The nurses are Filipinos. 

Mr. Exsasorr. Are Filipinos? 

Governor Exviner. Yes, sir. 

Mr. Ex.iorr. Now, what are the main functions that this 2,481 
people have to perform? 

asinintet Exvince. Well, sir; they operate the government of the 
Territory of Guam. 

Mr. Exxiorr. They are the civil servants, so to speak, of the Terri- 
tory of Guam? 





MINIMUM WAGES IN CERTAIN TERRITORIES, ETC., OF THE U. S. 505 


Governor Exvives. Yes, sir. As I am sure you understand, Guam 
is a Territory of the United States. 

Mr. Extiorr. Yes, sir. 

Governor Exviner. The United States of America—and the 2,481— 
operate that government, including the public works, the hospital, 
schools, police department, clerical work, and so forth. We operate our 
orn commercial port. We have a pretty substantial operation: out 

ere. 

In other words, the government operates phases that may not ordi- 
narily be operated here on the mainland, as, for instance, the hospital, 
the port, and so-and-so. 

r. Exirorr. Governor, there has been some complaint that we have 
had by correspondence and otherwise to the effect that Guamanians 
might perform a great deal of the labor that is now performed by 
aliens, and that would refer, of course, not to the 2,481 employees of 
the government of Guam, but rather to the contract work being done 
on the island. Would you care to express yourself with regard to 
that, based upon your 3 years’ observation ? 

Might we employ Guamanians to do a considerable amount of the 
work that is being done by aliens now on Guam? 

Governor Exviner. Well, I would say, sir, not a considerable 
amount; no, sir. The amount of skilled Guamanian labor is more or 
less limited. 

There are out there some ten or twelve thousand Filipinos—the exact 
number I do not know—on contract by the Navy, in construction work, 
and operational functions vec 5 with that, some ten or twelve 


thousand Filipinos; and there are other Filipinos on the island who 


are permanent residents, and some who are on the island by contract, 
under contract with local employers. 

Now, as to the local Guamanian labor, some of the Guamanians 
indeed could perform many of those services, that is, those who are 
trained and skilled, but there are not a great many of them. In other 
words, they can in no sense of the word supply the market for labor. 

Mr. Hour. May I ask a question ? 

Mr. Exnsorr. Mr. Holt, of California. 

Mr. Hour. From previous testimony, we understood there were some 
3,400 unemployed Guamanians. 

Governor Etviner. Yes. I read the testimony of Mr. Won Pat and 
Mrs. Torres. I believe Mr. Won Pat said there were 3,700 unem- 
ployed Guamanians. I do not know what is meant by the word “un- 
employed,” but I would certainly have to challenge that statement 
because there are very few unemployed employables. There are very 
few unemployed employable Guamanians. 

Mr. Hour. Well, how many are there? 

Governor Etviner. I could not tell you. I would say very few. I 
would not be able to estimate the number. 

Mr. Horr. Ten, 1,000? 

Governor Envincr. No, sir. I would say—as a matter of fact, 
— everybody on Guam who is employable today can get or has 
a job. 

Now, I would not say there were 10 or 50 or 100, but I would say— 
and make the general statement, that unemployment on Guam is today 
* a - eeeieaeer because there is a great deal of work going on on the 
island. 
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Mr. Hour. Can you give me a number, Governor ¢ 

Governor Exvingr. I will. 

Mr. Hour. Just approximately. 

Governor Ex:viner. On an average—I would only be guessing at 
it—maybe 50, maybe 100, maybe 150. I mean, I would say that there 
is a nonsubstantial number of employable Guamanians who cannot 
get a job on Guam today 

Mr. Hour. What do you mean by nonemployable? 

Governor Etvince. Nonemployed employables. 

Mr. Hour. Nonemployed employables? 

Governor Exvinge. Yes, sir. 

Mr. Horr. All right. What is the bulk of these 3,700 people ? 

Governor Exviner. I would not know what Mr. Won Pat was talk- 
ing about when he said 3,700 unemployed Guamanians. We have only 
about 35,000 Guamanians on the island, and that includes men, women, 
and children, includes those who are farming, those who are unable 
to work, and you break it down—— 

Mr. Hour. Take this 100, or 50, whatever it is. Why are they not 
employed? Is it because of personal reasons? Are they students, or 
is it because the job is not available? 

Governor Eiviner. Maybe at the moment they have not been em- 
ployed, or cannot be, but I would be inclined to say that there are very 
few on the island that are not employed. 

Mr. Hour. Thank you. 

Governor Etviver. I just would not be able to put a number on it. 

Mr. Horr. Thank you. 

Mr. Extiorr. What is the prevailing wage of the 2,481 Government 
or Guam employees? 

Governor Exviner. It is $1 an hour up. 

Mr. Exxrorr. A dollar an hour up? 

Governor Extviner. Yes, sir. 

Mr. Exxiorr. In other words, you strictly comply with the wage 
and hour law? 

Governor Exvinee. Yes, sir; but not by reason of the fact that it is 
the law. I mean that has been the prevailing wage, and was, before 
the amended Fair Labor Standards Act went into effect, which I be- 
lieve was March 1. 

Mr. Exxrorr. Yes, sir. 

Governor Exvince. That minimum $1 an hour has been the pre- 
vailing minimum on Guam for some little time. 

Mr. Exsiorr. Are you familiar with the wage rates in the other 
lines of employment ? 

Governor Exviner. To this extent only. I understand that the 
minimum wage for employees in other activities like, for instance, 
retail clerks, and restaurant employees and perhaps truckers and such 
as that, other activities, is somewhere between 65 cents and 85 cents 
per hour. That is for local people. 

Mr. Exxiorr. How much of that type of employment is there on 
the island? Could you give us a rough guess, Governor, on that? 

Governor Exvince. Well, I could not give you the number; no, sir, 
except to say that we take as a rule-of-thumb measurement, approxi- 
mately 75,000 people on the island. Now, that includes the siilitany, 
which is X number. 
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I have seen various statements, but I have never inquired because 
that is supposed to be more or less classified. But, of the 75,000, we 
have 35,000, approximately, Guamanians. We have not had an accu- 
rate census for some time. So I would say that was very approximate, 
35,000 Guamanians. Then we have maybe 1,000 or 2,000 permanent 
residents, who are not citizens. Then we have these Filipinos, who are 
employed, ten or twelve thousand, and off-islanders on the island in 
business and connected on the civilian side of defense, that is, the 
military. 

Now, how many of those are employed—TI believe that is your ques- 
tion—I could not give you that figure, but we have all activities on the 
island incidental to a small place of that size. 

I am speaking now outside of the Government activities. For in- 
stance, we have restaurants; we have retail stores; we have automo- 
bile—well, agencies there are for all national products, from auto- 
mobiles to toothpaste; we have, well, the Bank of America has a large 
branch there; we have truckers; we have taxi drivers; we have tav- 
erns. It is a vestpocket edition of everything—you see—everything. 

Mr. Exniorr. Do you have any manufacturing, Governor? 

Governor Exviner. Sir? 

Mr. Exxzorr. Do you have any manufacturing ? 

Governor Exvince. There is no manufacturing on Guam; no, sir. 

Mr. Exxiorr. Mr. Holt? 

Mr. Hour. I am sorry. I stepped out of the room. I might have 
missed some questions asked the Governor. I had a call in my office. 

Did you ask the question of who the employers were on the island ? 

Mr. Exuiorr. Yes. 

Mr. Horr. Is that the answer of that? 

Mr. Exniorr. He was detailing the various classifications of mili- 
tary. 

Mr. Hour. I will get that out of the testimony myself. I will not 
ask it again. 

One of the complaints is that there are some jobs the Guamanians 
could hold that are currently being held by Filipinos or some Ameri- 
cans from the mainland. Are there such jobs? 

Governor Exvinee. Well, Mr. Holt, my point was that the Guama- 
nians are generally being employed in practically all occupations. 
They are not being employed in defense directly. By that I mean the 
construction work on the island, Those are, I think, almost exclusively 
aliens or Filipinos, recruited by the two big defense contractors. 

Now, as I was saying a moment ago, there is no question in my mind 
but what there are Guamanians on the island, some or many of whom 
could do the jobs that those Filipinos are hired for; but, if you took 
them out of the civilian side and put them in there, then they would be 
short on the civilian side. In other words, there is just so much labor 
on Guam. 

Mr. Hour. That is right. But what if there is a job where they 


can make more money or better themselves? Are they being kept from 
doing that? 


Governor Etviner. No, sir. I think the Guamanians’ positions gen- 
erally, on the island, are equal to their skill. Now, in our govern- 
ment of 2,481 people, we have 2,010 Guamanians and they are doing 
work all the way wang menial tasks, janitor work, such as 


that, all the way right up to heads of departments. 
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Mr. Hott. Breaking this down a little bit so I can understand it—— 

Governor Exvingr. Yes, sir. 

Mr. Hour. What if there is a job that a Filipino has, an imported 
workman of some type, for one of these companies, a job that a 
Guamanian wants. Is there any way he can apply for that job? 

I heard testimony that there are Guamanian applications pending 
for positions over there on Guam. 

Governor Exvincr. Well, there are applicaticns of Guamanians 
pending, but they do not have the particular skill for the particular 
job, or perhaps they are not employable. I know that there are 
Guamanians who apply for jobs who are not employable. 

Mr. Hour. Who makes that decision ¢ 

Governor Exviner. As far as the government of Guam is concerned, 
the director of labor and personnel, who is, himself, a Guamanian. 

Mr. Horr. Is there a Guamanian civil service, or what do they call 
the civil service that they have in Guam ? 

Governor Etviner. The civil service of the Territory of Guam. 

Mr. Horr. Isthat comparable to our civil service over here ¢ 

Governor Exviner. Similar, yes. The wage and hours and so-called 
fringe benefits are very similar. I do not think you could stack them 
up side by side. I think in most instances the Territory is more liberal 
and in some instances less. I could not answer that accurately. 

Mr. Hour. Let us get back to private enterprise. As to these Ameri- 
can construction firms that are over there building a defense base, do 
they hire them to do the job? 

xovernor Exvingr. They hire Filipinos almost exclusively there. 

Mr. Hour. They can hire anybody they want? 

Governor Exviner. Yes, I presume they can. 

— Horr. All right. Now, do Guamanians get first crack at those 

jobs? 
Governor Exviner. No, sir. They are not employed by—there are 
two big defense contractors on the island. One is Brown-Pacific- 
Maxon. I do not know how many Filipinos they hire, but it is my 
understanding they do not hire Guamanians. They hire almost ex- 
clusively—you are asking me, sir, something Defense can answer far 
better than I can. 

Mr. Horr. We will not hold you. 

Governor E:viwer. With the understanding, I would be guessing at 
it. 

Mr. Hour. When we had Defense up here we did not have a chance 
to ask them. 

Governor Exviner. I think Brown-Pacific-Maxon, which is the big 
construction contract, the big one, hire in the operating end mainly, 
the construction work mainly, almost exclusively Filipinos. That 
statement may be subject to challenge by the Department. I will say, 
offhand, that that is true. 

Mr. Horr. Why do they? Because they can get them for lower 
wages or because of their skill or what is the reason ? 

Governor Exviner. I think there is a simple reason for it. I am 
not speaking for the other fellow, you understand. 

Mr. Horr. I understand that. 

Governor Etviner. The first reason, they are cheaper. I think that 
is the No. 1 reason. They get them in large quantities and they can 
train them together. 
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Then I think the other reason is that there is not the available labor 
on the market in Guam to supply them with any substantial number, 
as compared with the ten or twelve thousand Filipinos, or whatever 
the number may be. 

Mr. Hour. I think—and I will say this to my chairman here—I 
will not pursue the subject any further, if I did, I would be trespassing 
on the Interior Department, and their prerogative in Congress, or their 
jurisdiction, but I am very curious about it, and I would like to pursue 
it, but I think I am getting into another Department of Congress, and 
we have enough of that around here, anyway, another committee. I 
will drop the subject at this time. 

I want to say, for the record, that I am curious, and I think, Mr. 
Chairman, I would like to reserve a right to ask questions of the In- 
terior Department, if I may. 

Mr. Exxtorr. Mr. Coon. 

Governor Exviner. I want to make myself clear. I do not hesitate 
te cae at an answer to these questions, but I do not feel I am quali- 

e 


Mr. Hott. It is no reflection on you at all, Governor. I appreciate 
your brevity. You area man after my own heart. 

Mr. Exxiorr. Mr. Coon of Oregon. 

Mr. Coon. Governor, I would like to ask a few questions about the 
history of Guam. 

As I understand it, we took it over in 1898. Is that not right? 

Governor Exviner. That is correct; yes, sir. 

Mr. Coon. We took it over from Spain, asI recall. Is that correct? 

Governor Exvince. Yes, sir. 

Mr. Coon. When we took it over from Spain, as I understand it, 
Guam was not developed, or did not have much activity at all, and had 
not progressed comparably at all to the present day, had it? Will 
you give us a little bit of history on the early days of our supervision 
there on Guam ? 

Governor Etvincr. Well, of course, Mr. Coon, in 1898, when the 
United States Government took over Guam, and gave the jurisdiction 
of the island to the Navy, the people of the island were simply peons, 
of the Spanish Crown. They were just South Sea Islanders. That 
isall. They were Chamorros with a mixture of Spanish and Filipino 
blood. Our Government took them over in 1898 and brought them up 
to the point where they are, and, until 1950, when the organic act 
went into effect. But, during that time, the Navy has made some very 
fine material out of the original Chamorros or Guamanians, and today 
the Guamanian people are a very fine people. They are educated and, 
when I say “educated,” I mean some of the older people, of course, 
have not had the advantage of education, and many of them still speak 
Chamorro, but the Guamanian people today are fairly well educated. 

Some of the wealthier Guamanians send their children to the States 
here for education. They get education. Some of them go back; 
some of them do not. 

Except for tuberculosis and children’s diseases, they are a fairl 
healthy people and live in a sanitary way. In other words, I coul 
sum it all up, I think, by saying that the United States Navy did a 
wonderful job on Guam between 1898 and 1950. 

Mr. Coon. ThatisasI understand it. There has been great progress 
over there on that island in the last 58 years. 
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Governor Exviner. Yes, sir. You see some of the representatives 
of the Guamanian people in Washington, D. C., and I think they are 
very admirably representative of the Guamanian people. 

Mr. Coon. I agree with you. I happened to be on Guam for about 
2 hours, once, while the plane landed and took off. I might mention 
that it is a beautiful island, and I was very strongly impressed by the 
fine people. I realize you have a warm climate there. I was im- 
pressed by the fine type of Guamanian people and I think, as you said, 
they have made great progress in the last 50 years. 

rovernor Exviper. May I make this further observation ? 

Mr. Coon. Certainly. 

Governor Exviner. There are people who think tha tthe Guamanian 
people are just South Sea Islanders, that the women wear grass skirts 
and the men have rings in their noses. Thatisnottrue. They are not 
South Sea Islanders. They are high-grade American citizens. They 
do not have the background and education and training of the average 
statesider. I do not say all of them—lI am speaking generally. 

Mr. Coon. I was particularly pleased to find they spoke English, 
and I could converse with most of them, which I did, with several, in 
what little time I had. There was a little asked about manufacturing 
there, and you said there was none. Do you think there is any possi- 
bility of much manufacturing ever locating on the island. 

Governor Etviner. No, sir. I do not see any reasonable possibility 
of it because there is nothing to manufacture. 

Mr. Coon. Everything will have to be shipped in and transported 
to the island, then processed, and the market, of course, would mean 
they would have to ship it a long way again. 

Governor Etviner. Yes, sir. 

Mr. Coon. So I think the Navy testified that there was a very slim 
chance of bringing any manufacturing in or industry, to any extent 
locating there in the future, that they could see. 

I would like to ask another question or two. I think the words 
“slave labor” or “coolie labor” were used in one of the testimonies. I 
do not know what the words “slave labor” means, as used by some 
people, but I presume they mean they do not have adequate housing 
or do not have proper sanitation, or are bound by a great many rules 
and regulations. Do you know of any slave or coolie labor on the 
island of Guam ? 

Governor Etyiner. Well, sir, there is no slave or coolie labor on the 
island of Guam. Now, of course, I make that statement positively, 
that there is no slave or coolie labor on Guam. It is not that kind 
of a place. 

Now, there has been a disposition on the part of a few private busi- 
ness employers who have recruited Filipino labor because they could 
not get local labor, they have in the past recruited labor on contract, 
whereby they pay them so much an hour and furnish them housing. 

Well now, a year and a half or maybe 2 years ago it came to my atten- 
tion that some of these employers were chiseling on the housing end, 
speaking frankly. That is to say, they were not providing adequate 
housing even though there is a shortage of it. They were not provid- 
ing sanitary surroundings and conditions, and so forth. That came 
to my attention. I ordered the director of medical services on the 
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island, who is responsible for sanitation, to survey all of the employing 
establishments on the island. 

I am not speaking of the Navy or Defense now. They take care of 
that themselves. I am speaking of the civil end. I instructed him to 
survey the island, and in any instance where he found that to be true— 
and there were instances—he was directed to bring action to prosecute 
the employers and abate the places as nuisances and to send the 
Filipinos home. We did not have too much trouble. I did not take 
very long to clean up that situation, and, if there is anything like 
that on the island alien the government is not aware of it. At least 
it was our policy—and it has been my policy—and it does not make 
any difference who the individual is, that there sould be no conditions 
such as would be ordinarily described as slave or coolie labor on Guam. 

Mr. Coon. Thank you, Governor Elvidge. You have brought us, I 
think, some very helpful testimony. 

Those are all the questions I have, Mr. Chairman. 

Mr. Exxiorr. Mr. Fjare, of Montana. 

Mr. Fsare. Governor, do the Filipinos, hired under contract, now 
being employed in Guam, create unfavorable competition in the field 
of wages, and on the labor market on the island of Guam, a serious 
one / 

Governor Exvincr. Well, I would answer that in this way: that 
the Filipinos over there on contract—I will say this first: An em- 
ployer in the civilian side may not bring in Filipinos under contract 
unless he establishes to the satisfaction of the immigration depart- 
ment that he needs them, that he cannot get local labor, either at that 
price or due to their lack of skill, or whatever it might be. 

When he satisfies the immigration, they come over. Now, to that 
extent, they compete, of course but, as I say, there is just so much 
labor on Guam and if that was adequate local labor on Guam they 
would not have to bring them in. Now, the Filipino who is a per- 
manent resident, and who is living on the island, not a citizen, but 
entitled to live there because he was there before the Naturalization 
Act of 1950 went through, or the organic act, is entitled to live there, 
and he provides competition to the Guamanians; yes, sir. But it is 
just a part of the labor supply on the market, great or small. 

Mr. Fsare. In your opinion, Governor, what or how serious an 
impact, peahowe, would it be to the economy of Guam and the Guam- 
anians, as such, if the provisions of the Fair Labor Standards Act 
were enforced, as it is possible ? 

Governor Exviner. As to wages? 

Mr. Fsare. Yes, sir. 

Governor Exvince. I meant to cover that, sir, in a very general way, 
in the second paragraph of my statement. 

Now the minimum wage, as I am informed, is around 65 cents to 
85 cents an hour. If employers had to employ a substantial number 
of employees, they might very well say “Well, I am not going to em- 
ploy 10 Guamanians or 20 Guamanians or whatever it may be, at 
a dollar an hour, or local Filipinos, whatever it may be. I would 
much prefer to bring in stateside personnel from Hawaii and the 
mainland. I would not have to bring as many in because the average 
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skilled statesider can do more work than the average skilled Guaman- 
ian or Filipino, because he has that training and background.” 

So he might say “I will bring in somebody from the mainland, 
from Hawaii, and pay him $2 or $2.50, as it may be, and use him rather 
than using the local labor.” 

That is the danger signal that I would suggest in the case of making 
a minimum wage. 

Now, I might say this, in connection with that: It is rather signifi- 
cant that the Guam Legislature has never passed a local wage and 
hour law of a minimum amount, and I question very much whether the 
Guamanian Legislature would enact legislation fixing $1 an hour 
minimum. I question that very much. And the reason that I say 
that is because I do not think the Guamanian employer himself would 

vant to be bound to pay his Guamanian employees a dollar an hour. 
I do not think so. We have these little stores all through the villages, 
and one thing and another, and I am very positive these employers 
do not pay their employees $1 an hour. 

Mr. Fsare. Do they pay 65 cents, though, in your opinion ¢ 

Governor Exviner. I do not know what they pay. In those stores, 
I do not know what they pay. It would depend upon the particular 
availability and who it was, such as that. Many of them I think 
yrobably employ their nephews or their nieces or cousins, and what- 
fasnanie: 

You have to remember the Guamanian people are all more or less 
interrelated, and I do not know what he will pay. It would be very 
difficult, I think, to enforce on the island generally speaking, in the 
civilian side, where interstate commerce is not involved. I think 
it would be very difficult to enforce $1 an hour minimum. 

Mr. Fsare. And you would, I assume from your testimony, agree, 
then, it may have a very serious and far-reaching impact on the local 
economy of the island ¢ 

Governor Exviner. At the present time I think it would be a mis- 
take to establish a $1 an hour minimum for all employees. I could 
be wrong about that, but that is my opinion. 

Mr. Fsare. Of course, the original purpose, or the original reason 
that precipitated the interest in this type of legislation of course pri- 
marily involved the Defense Department and its various bases, and 
construction around the world. I think that your testimony briefly, 
at least, points out the tremendous importance of maintaining the 
defense installations and expanding them on the island, as regards 
to a continued rise of the economy of the island. 

In other words, if we were to stop and hold a status quo of our 
military installations on Guam, it would more or less strike a static 
situation in its economy. Is that not true, Governor ? 

Governor Exviner. If the defense installations stopped on Guam 
today, Guam would be in an unfortunate position tomorrow. 

Mr. Fsare. That is entirely within the realm of possibilities. 

Governor Exviner. Sir? 

Mr. Fsare. That is entirely within the realm of possibility under 
the circumstances existing today, and I think it is to the best interests 
of this Congress and this committee, in particular, at this time to see, 
and to continue to see, that we get the most construction and most 
defense out of our tax dollars. 



















MINIMUM WAGES IN CERTAIN TERRITORIES, ETC., OF THE U. 8S. 513 


It would be a tragedy if it would be otherwise. Is the island of 
Guam privately owned ? 

Governor Exviner. Well 

Mr. Fsare. I am thinking now of agriculture, farmers—you have a 
few, no doubt? 

Governor Exiviner. Oh, yes. 

Mr. Fsare. Do they own the land? 

Governor Exviner. Yes, sir. <A lot of it is privately owned. We 
have farmers all over the island. 

Mr. Fsare. What percentage of the Guamanian population is ac- 
tively involved in agriculture, specifically? Do you have any idea? 

Governor Etvince. No, sir; I cannot answer that question. 

The agriculture of Guam is largely done by the older people. We 
have a program on the island in the schools, in the high school and the 
Territorial college, to try and interest and educate the younger Guam- 
anians to go back on the farm, and we, I think, are making some head- 
way in that manner, and have been. 

We have a department of agriculture that is set up to assist farmers, 
to teach them modern methods to the extent that they can, pest con- 
trol, soil erosion, and fertilization, all those things we are trying to 
teach the farmers, because a good many of them have been farming for 
a good many years, and they are disposed to farm in the same way. 
The island is changing—everything is changing. But, of course, a 
third of the island—approximately a third of the island—is owned or 
controlled or in the possession of the military. That of itself created 
a disruption, but the people, many of the people who were then farm- 
ers, and lost the land, are going into some other line of activity, where 
they can make a good living, as a result of the defense program. We 
have many farmers on Guam. I would not want to say just how many 
there are, sir. 

Mr. Fsare. You say that if defense construction stopped immedi- 
ately, Guam would be in a bad fix. Of course, when we stop construc- 
tion, that does not mean that we abandon our installations there. I 
am sure we all know and agree that the Congress, of course, appro- 
priates funds for defense, a limited amount, and if it should become 
apparent that under the terms of the interpretation of the Fair Labor 
Standards Act in Guam and other places, that our labor costs for these 
defense projects would double, triple, or quadruple, it is very likely 
within the realm of possibility that proposed construction would have 
to stop. I think it is a very important point for we of the Congress 
in the interests of national defense and the Guamanian Government 
as such, to view it in that light. 

You are perhaps familiar with the arrangements of the provisions 
of the island of Puerto Rico in arriving at a fair labor standard in 
that island. 

Do you feel that that type of arrangement, such as we used in 
Puerto Rico, where we set up an industry committee, composed of 
industry, labor department, and government, and thus established a 
fair labor standard for that island, would that be an approach? 

Governor Etviner. I cannot say I am familiar with the Puerto Rico 
situation, sir. 

I do not know. I am not in a position to discuss that. 
Mr. Fsanre. I think that is all I have. 
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Mr. Horr. I have one more question. 

Mr. Extiorr. Mr. Holt of California. 

Mr. Horr. You mentioned stevedores, and also mentioned—they 
were also mentioned in other testimony. The stevedores are employed 
by the Defense Department, is that correct? Are they? Let me ask 
the question ? 

Governor Exvince. Yes and no. There are two stevedore operations 
on the island. 

The Navy has its own port and its own operation and employs 
through a contractor, Vinnell Construction Co., who handles all 
stevedoring and docking for the military. 

The government of Guam has a commercial port of its own, over 
which come in all of the commodities that are consumed on the island, 
everything from automobiles down to what have you, and that opera- 
tion is by stevedores, by Guamanian stevedores exclusively. 

Mr. Horr. Now, I gather that the stevedores working for the mili- 
tary or through this contractor for the military, are a lot busier than 
the Guamanian stevedores. Is that right? That is because there is 
more shipping for and by the military, is there not? 

Governor Exviner. I could not answer that question, sir. 

Mr. Hour. I understood that some of the Guamanians, the Guama- 
nian stevedores only worked 2 days a week or 3 days a week, or some- 
thing like that. 

Governor Etviner. That all depends. 

Mr. Hour. They were trying to be stevedores for the Defense De- 
partment and could not. 

Governor E:viner. May I explain how it operates? 

Mr. Horr. Surely—yes, sir. 

Governor Exviner. The stevedore operation on Guam is a very 
healthy and very satisfactory arrangement. You see, in each village 
they make up gangs of stevedores. I think a gang is 12 men—I am not 
sure. It could be more than that. I believe it is 12 men. In each 
village they have 1 or more gangs of 12 men. Now, a vessel comes in, 
and they need a gang of stevedores or gangs. 

Then they will pick up a gang in one village, another gang in an- 
other village. 

Mr. Horr. These people are not working that they pick up there. 

Governor Etviner. They are farmers, mainly. 

Mr. Hour. I see. They pick up farmers. 

Governor Ex1vincr. They may be farmers or they may have their 
own little businesses, whatever it may be, and this stevedore operation 
supplements them in their living. 

Mr. Horr. I see. 

Governor Exnviner. And is a very satisfactory arrangement. The 
gangs are rotated through the villages, do you not see? If they happen 
to have three ships in at once, as they sometimes do, they have to get 
the gangs as many as are available. The get the gangs to come down 
and operate those ships—that is, load and discharge those ships, and 
so-and-so. 

Mr. Hour. That is at private, non-Government, docks ? 

Governor Exvincr. Government operation, yes sir. It is the Gov- 
ernment’s port. 

Mr. Hour. So there are no regular Guamanian stevedores? 
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Governor Exvincr. Yes; there are stevedores that I am talking 
about. They are trained stevedores. 

Mr. Hour. They are farmers, are they not ? 

Governor Exvince. Sure. That is what they are at home, but we 
bring them down to the port to operate the port and train them as 
stevedores. That is all additional to whatever their particular oper- 
ation may be. 

Mr. Hour. And the other stevedores are Filipino stevedores. This 
is a little complicated. That is why I have to understand it. 

Governor Exviner. There is a little village down at the southwest 
end of the island called Umatac. There are not many people there. 
Those who are there are principally farmers. There are a few stores 
there and one thing or anoether. Umatac supplies a gang. Maybe 
two gangs, I do not know. When it comes that gang’s turn, they are 
called up and brought in. The port sends for them in the bus, and 
brings them in. 

Mr. Horr. Like a volunteer fire department, only they get paid for 
it. 

Governor Exviner. It is volunteer in the sense of the man volun- 
teering for work. They are happy to have that job. 

Mr. Hour. Surely. 

Governor Etviner. They have about 300 of them. We train them 
at the port, so they are available when we want them. They may 
work 4 or 5 days 1 week and may not have another job for 2 weeks, 
depending on when the ships come in. It is a very satisfactory ar- 
rangement. They are paid the minimum wage for stevedores, $1.05 
an hour, with time and a half for overtime. 

Mr. Horr. These same people could not be used to unload the De- 
fense Department ships? 

Governor Extviner. Sir? 

Mr. Hour. These same people would not want to be used to unload 
the Defense Department’s ships? 

Governor Exviner. The answer to that primarily is “No.” How- 
ever, I would like to say this: all Defense port operation, all military 
port operations, let us put it that way, are handled by military steve- 
doring firm, which is now the Vinell Construction Co. 

Now the director of the Guam Port, who is a Guamanian, has told 
me on a number of occasions, very proudly, that the Navy got stuck 
for men, did not have enough, and they borrowed our gangs, some of 
our gangs, which is true. 

In other words, if the Navy gets stuck, or does not have enough men 
to handle the situation where there is more than one or several ships 
in, they hire our gangs. We turn them over. I do not know how 
they do it, but it is a matter of pride to us and our Port Director, 
that such should be the case. 

Mr. Horr. What do they get for stevedoring, anyway ? 

Governor Ex.viner. The minimum wage for a stevedore is $1.05 an 
hous, with time and a half for overtime. 

Mr. Hour. For both Filipinos and Guamanians? 

Governor Exviver. Well, now, sir, we have no Filipinos. 

Mr. Hour. I am talking about the ones that work for the Defense 
Department. 
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Governor Exviner. I do not know what they get, sir. Ihave no idea 
what their minimum wage is. Those Filipinos are brought in under 
some kind of a contract, so much cents an hour, plus housing. 

Mr. Hour. They are brought in for general construction work under 
the general Jabor contract, in other words ? 

Governor Exviner. Well, they have a labor contract for construc- 
tion and a labor contract or charge, for stevedoring. 

Mr. Horr. That is what I want to understand. 

Governor Exviner. We have nothing to do with them and they have 
nothing to do with us. All our stevedores are Guamanians, all of our 
stevedores. 

Mr. Horr. I think I am asking you some questions that we should 
ask the Defense Department. 

Governor Exviner. I can only speak from hearsay. I do not know 
about the Defense Department. 

Mr. Hour. Thank you for your testimony. We appreciate your 
statements. 

Mr. Exxiorr. Could you give us an estimate of what proportion of 
the 32,000 people on Guam are dependent upon agriculture for their 
sustenance ? 

Governor Exrvince. Well, I would say a very substantial portion of 
them, because you see the total figure I gave was 35,000, and that may 
be high. It may be low, 35,000. 

Now, the average Guamanian family consists of anywhere from 6 to 
10 children and so when you take a mother and father and that number 
of children you have a family of 8 or 10 people. Many of them live 
in these villages and operate these farms, large or small farms, some 
of them. Many of them work in enterprise, commercial enterprises 
on the island. 

Your question to me, sir, is how many of these are supported by 
agriculture? I cannot answer that question, but farmer A, who op- 
erates a farm, and is the head of a family of a wife and several chil- 
dren, may have employees working, helping him. It may be neigh- 
bors, nieces, nephews, cousins, or what have you. So I could not put 
a figure on that, Mr. Elliott. 

Mr. Extiorr. What are the types of agriculture. 

Governor Exvince. Well, they raise the usual truck farming: to- 
matoes, lettuce, and they raise the tropical or subtropical items such 
as copra and breadfruit. Of course, there is lots of papaya, and there 
is a little rice, but not much rice growing on the island—a little bit. I 
would say they raise about what you would expect them to raise in this 
country, which is indigenous to the island, which can be grown on the 
island. 

But the unfortunate part of it is the Guamanian has not yet devel- 
oped his agriculture to the point where he can take care of the potential 
market. 

Mr. Exniorr. A lot of your food must be imported, I gather, from 
what you say ? 

Governor Exvinee. Oh, yes, a tremendous amount. You might 
be interested in knowing just as a matter of information, that our 
commercial port, that is, the port of Guam now, which has nothing to 
do with the military, imported last year I believe $30 million worth 
of goods, which includes everything, automobiles, electrical appli- 
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ances, and food, about $30 million, all of which is consumed on the 
island of Guam, mainly by the civilian people, and has nothing to do 
with the military. 

Mr. Exxiorr. Mr. Landrum, of Georgia. 

Mr. Lanprum. Governor, I apologize for not having heard all of 
your statement. My delay was occasioned by some engagements down 
in the departments. ; 

Recently, from a former speaker of your Guamanian Legislature, 
I believe his name is Mr. Won Pat, a statement was made that there 
were some 3,749 Guamanians now unemployed on the island. 

I wondered if you could tell me how many of these 3,749 to which 
Mr. Won Pat referred, are now able to do the kind of work that our 
military installations or military authorities out there require? 

Governor Exviner. Well, I think, Mr. Landrum, I went over that, 
but very briefly. 

Mr. Lanprum. I am sorry if you have. I do not want to make it 
repetitious, 

Governor Exviner. I am glad to restate it. That is all right. 

Briefly, I do not know what is meant by 3,700 unemployed. Now, I 
made the statement that there are very few unemployed employables 
among the Guamanian people, very few. 

Mr. Lanprum. Not 3,700? 

Governor Erviner. Well I would say not, no, sir; because we do 
not have a condition of unemployment on the island. 

Mr. Lanprum. I see. 

Governor Exviner. The island is prosperous. 

Mr. Lanprum. I see. 

Governor Exvince. The government of Guam is about to undertake 
a big public works program of its own. If a man cannot get a job, 
and I am speaking generally now, it is because he does not have that 
to offer which is required by an employer. 

So I do not quite understand Mr. Won Pat’s statement. 

Now, your second question was: Could they be employed by defense ? 
Yes; unquestionably there are Guamanians who have the skill and 
could be employed by defense, but if you took them out of the civilian 
population or away from the government of Guam and put them over 
there then you would be short on the other side. 

Do I make my point clear? 

Mr. Lanprum. Not quite, sir. 

Will you read Governor Elvidge’s answer ? 

(The record was read by the reporter.) 

Mr. Lanprum. Thank you, sir. 

The answer you gave me is not in direct reply to my question, I 
believe. 

I wanted to know how many of the 3,700, if 3,700 employables are 
in existence, how many of these 3,700 have skills presently today that 
could be utilized by the military installations. 

Now you said that there are Guamanians who have the skills, and 
I understand there are a great number of Guamanians employed. 
But I mean of these 3,700? 

Governor Etviner. I do not know what that 3,700 means, Mr. 
Landrum. 

What I would say is this: There are Guamanians on the island who 
are just as able and skilled as Filipinos. Now, the military defense 
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could go over and pick out some of these, provided they wanted to 
leave the job they are now in, whatever it may be, and they could be 
employed. But whether that figure would be 500 or 1,500, I would 
not know. It would in no way answer the problems of the demands of 
Defense, which is in the thousands. 

Mr. Lanprvum. I see. 

Governor Erviner. Let me say this, so there may be no misunder- 
standing about it: 

The Navy, on its civilian side—and I do not mean connected with 
Defense, take, for example firemen, and the Navy in its installation 
in operation of its housekeeping services on the island employs people, 
clerks, employed firemen in its public works department, and so-and-so. 
It is hiring Guamanians. It has a program for hiring and training 
Guamanians. 

For instance, one of the things that disturbs me is that we train 
our firemen, that is, Guamanian firemen, and the Navy issues a call for 
Guamanians, and may pay them a little more than we do, and we 
lose some of our trained Guamanians to go up and work for the Navy. 
The Navy may pay them more cash pay at the moment, but does not 
give them the fringe benefits. 

All Government of Guam employees get 30 days a years leave, 15 
days a year sick leave. They get retirement at the conclusion of their 
period of service. The Navy does not give them all those things. 

Mr. Lanprum. So, Governor, insofar as you are able to find out, 
there are no unemployed Guamanians on the island today, unem- 
ployed because the Navy or any other military authority, discriminates 
against them ? 

Governor Exviner. I do not think there is any discrimination 
against them. 

Mr. Lanprum. All right, sir. 

Governor Exviner. Except this—if you want to call it discrimina- 
tion: I must be frank. When the military imports Filipinos exclu- 
sively on defense work—now I am talking about construction work— 
they have labor camps. If you want to call that discrimination, that 
would be discrimination. But the supply is not there. 

Mr. Lanprum. Let us take the word “discrimination” out. Say be- 
fore they want to employ some other labor instead of the Guamanians. 

Governor Exvincr. There is no psychological discrimination against 
Guamanians anywhere on the island that I am aware of. 

Mr. Lanprum. All right. 

Governor Exviner. If I understand your question and you under- 
stand my answer. 

Mr. Lanprum. Thank you, sir. 

Governor Exvincr. There is nothing wrong with the Guamanian 
people. I will put it that way. 

Mr. Lanprum. Thank you. 

Mr. Exxiorr. Mr. Holt? 

Mr. Horr. I have one other question. The Guamanians pay taxes, 
do they not, on income? a 

Governor Etviner. Well, theoretically, yes. However, you have to 
take into consideration that the average Guamanian family has any- 
where from 5 to 10 dependents, and at $600 a deduction, when you add 
those together and then add the personal exemption and so-and-so, 
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a Guamanian family would have to earn a substantial sum of money 
before they would get into the tax bracket. 

But there are Guamanians—and I am speaking now about those in 
business on the island, who rent land and houses—they are in a pretty 
substantial tax bracket and pay substantial income tax. 

Mr. Ho xr. That is the only type of tax there is, the income tax? 

Governor Exviner. The Federal income tax. 

Mr. Hott. Like our tax here? 

Governor Exvingr. Federal income tax law applies on Guam as a 
territorial tax. In addition to that there is a small real-estate tax, 
and there business and occupation taxes, 2 percent on the wholesale, 
and so-and-so. 

Mr. Hour. What do the taxes bring in? The income tax, for in- 
stance ? 

Governor Exviner. The income tax? 

Mr. Hour. Yes. 

Governor Exviner. Well, our gross income approximates $10 million 
at the present time. 

Mr. Hour. How about the other taxes ? 

Governor Exvincr. Sir? 

Mr. Hour. How about the other taxes? 

Governor Exviner. I was going to say, our gross tax, our gross 
income is $10 million of which ; approximately $7 million is income tax. 

Mr. Horr. I see. 

Governor Exviner. But a very substantial portion of that comes 
from statesiders and from the military people on the island. 

Mr. Horr. Are there any other jobs held by the Filipinos, other 
than Government jobs, that Guamanians could hold? 

Governor Exvingr. I am sorry. 

Mr. Horr. Are there any jobs, say in private enterprise, that exist 
there, that Filipinos hold, that Guamanians could hold ? 

Governor Exviner. Oh, yes; the Filipinos permanently on the island, 
and Guamanians, are 

Mr. Horr. The Filipinos permanently on the island are citizens. 

Governor Exivincr. Some of them are and some are not. 

Mr. Hour. They are not from this construction crew. In other 
words, do any of the construction crew leave their construction jobs 
and take jobs that Guamanians could hold? 

Governor Exyiner. Oh, no, sir. There is nothing like that at all. 
If a Filipino is recruited to the island for a job, that is his job. When 
he gets through, or the contractor gets through with him, he goes 
home. He is there on contract for a period of time. 

Mr. Horr. Who sees to it that the contractor sends them back ? 

Governor Exvines. Sir? 

Mr. Hour. Who sees to it that the contractor sends them back home 
when they are through with their job? 

Governor E.viven. The immigration has a list of every one of them, 
knows their background, and everything else, and they are watching 
them all the time. 

Mr. Fsare. One more question: 

Do you know the terms of the contract which these people, the Fili- 
pinos, are brought in under? By that I mean Filipinos employed on 
these contracts by contractors. Do they receive their entire pay there 
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or is part of it sent back to the Philippines, or is a considerable amount 
of the wages spent by the Filipinos spent in Guam ? 

Governor Etvince. Well now, again you have to consider the two 
types. You have the contractor, the big defense contractor who brings 
them > 

Mr. Fsare. Yes 

fo .rnor Exviner. Now, whether they are permitted to remit a part 
to their home or not I do not know. 

Mr. Fsare. You do not know ? 

Governor Exvinee. And then you have the private contractor that 
needs help and gets it on the island, or if he establishes it to be a fact 
that he cannot, he recruits some Filipinos. He pays them so much an 
hour, plus housing of a certain kind. 

Now, whether he will honor an order by that Filipino to send 
back home or put it all in the Filipino’s pocket, I do not know. 

Mr. Fsarv. The point I was trying to develop is, I was wondering 
what amount of economic stimulant having these Filipino laborers 
there meant to the Guamanian economy, by the spending of the wages 
that they earn? 

Now, I assume I am correct that the primary reason that Fili- 
pinos or other persons are brought in under these contracts is because 
of a lack of a labor market on Guam and perhaps to a certain degree 
a lack of skills required. Do you feel that Guam enjoys a certain 
amount of economic stimulant because of the wages paid these Fili- 
pinos ? 

Governor Exvincr. Every person on the island buys something, 
from time to time. 

Mr. Fsare. Well, now—— 

Governor Exvinee. Sir? 

Mr. Fsare. The reason I am asking this: You are unable to answer 
how much of the wages are spent in Guam and how much is sent back 
to the Philippines. I think some previous testimony indicated 
certain amount of it arbitrarily was sent back to homes and families 
in the Philippines and some spent in Guam. 

Governor Ex.viner. Yes. 

Mr. F sare. As to these Filipinos who lived in camps, are they very 
much naagenvennnc controlled? Do they have fredom of access of 
the island, are they during their off hours, retained in military 
fashion in as camps? 

Governor Exnvinge. Again you have to distinguish between the 
defense contract and the civilian. 

The defense contractor has two large Filipino camps, in which these 
Filipinos are housed. Those are Camp Quezon and Camp Roxas. 
These Filipinos are housed in there. They get everything free. 
Their housing is free. Their recreation is free. Their ‘haircuts are 
free. Their medical care is free, and their dental care is free. All 
those things are free. That is a part of their compensation. 

However, those Filipinos are at liberty to leave the camp and they 
do, and they spread all over the island. How much they send home 
and how much they spend on a Saturday night, I would not be able 
to answer that question. I know they are all over the island because 
there are a lot of Filipinos on Guam. But, of course, many of these 
Filipinos have their families at home and they send their money back. 
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That is natural. I would never undertake to answer the questions 
n dollars or percentages, sir. 

Mr. Fsare. I do not blame you. 

[ think that is all. 

Mr. Granam. Governor, do the Filipinos pay any type of local tax ¢ 
Does any of their income accrue to the Government in the form of 
taxes ¢ 

Governor Ex.viner. Yes, sir: we are collecting the income tax from 
the Filipinos. That we have only been doing in the past year or so, 
because we have built up a tax enforcement bureau on the island, 
which is catching up with these people, and we are now collecting 
income tax from Filipinos where there is a tax applicable, and we 
are going right through the island on it, with the cooperation of the 
employers. 

Mr. Granam. Do you have any method of telling how much of that 
total revenue from income tax comes from the Filipinos? 

Governor Exviner. No, sir. 

Mr. Granam. You mentioned a local businessman, being unable to 
ittract sufficient Guamanian employees, could go to the Immigration 
Service, explain his case, and import people, is that correct 

Governor Exviner. If he can satisfy them that there is a need, then 
he may import them on contract. 

Mr. Granam. What does he have to establish with regard to there 
being a need? Does the wage paid have anything to do with it’ 

Governor Exviner. Well, sir, I do not know about that. Of course, 
I do not know—I do not know that I can answer that question in that 
way. Maybe I do not understand what you mean, sir. 

Mr. Granam. Well, I wonder if he can use as one of the reasons, 
that he cannot find available personnel among the Guamanians, one 
reason being that he cannot hire people to work for a certain wage? 

Governor Exivipce. No; 1 would say not. He has to show that he 

annot get the labor on the island. 

Mr. Granam. Could that be based on because of the wa 
paying ¢ 

Governor Exviner. No,sir. Immigration would have to answer that 
question, but I do not think that is the fundamental—lI do not think 
that is the basic factor. 

Mr. Granam. I just wondered. 

Governor Exvipér. No, sir. 

Mr. Granam. If he does import these Filipinos—this is other than 
defense I am talking about—does he have to pay them a particular 
minimum, or is that a competitive figure? 

Governor Exvivce. I would say that that was probably competitive. 
In that case, you see, you have not only the cents per hour, but he has 
to take care of them when he brings them there. An employer cannot 
bring Filipinos on the island and turn them loose. He has to house 
them, and that is part of the compensation. 

Mr. Granam. Is there an open-end sort of an agreement with the 
Philippine Government that considers other than defense employees 
then, that provides that he has to house them or pay them a certain 
wage { 

Grovernor Exyince. I cannot answer that question, Mr. Graham. 

Mr. Granam. Would it not be possible for someone to set up a busi- 
ness in Guam and import people, then? 
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Governor Exvince. Well, 1 do not know what business. Do you 
mean a commercial ente1 pl ise of some kind ¢ 

Mr. GrauAm. Yes, sir; an individual enterprise. 

Governor Exvinee. If he cannot get local labor to do his business, 
then he might import and recruit. That would depend on establishing 
the need and, of course, going through immigration. These people 
brought to the island under contract are all very fairly screened before 
thev leave Manila. 

Mr. Granam. The thing that bothers me is that I understood there 
was an agreement among the State Department, Interior, and the 
Philippine Government, with regard to construction, defense construc- 
tion, and so on, but I did not know that there was a provision in which 
other than construction or federally employed people could be re- 
cruited. Is there such an agreement, to your knowledge / 

Governor Extviner. I am sorry, Mr. Graham, I probably should 
know the answer to that question, but I do not. 

Mr. Granam. That is all T have. Thank you, Governor. 

Mr. Exniorr. Mr. Ward, do you have any questions ? 

Mr. Warp. No, sir. 

Mr. Exuiorr. Governor. on behalf of the subcommittee, I desire to 
thank vou for the very fine and enlightening testimony that you have 
brought to us here this morning. I am sure it will be very helpful to 
the committee, and we do appreciate it. 

Governor Erviner. Thank you, sir. Am I excused now? I want to 


o back to Guam. 


o 
Mr. Exniorr. Yes, sir; you are excused. Happy landings. 
Governor Exviner. Thank you, sir. 

Mr. Exuiorr. Without objection of members of the subcommittee, 
here present, I reserve the right to offer for the record certain corre- 
spondence and statements that have been forwarded to me by mail and 
which are now in my Office. 


(ine formation referred to follows:) 


+ 
t 
1 
1} 


WasHINGTON, D. C.. March 21, 1956 
Hon. Cari ELviort, 
House Office Building. 
Washinote D. ¢ 

DEAR CONGRESSMAN Exxiorr: I am enclosing a copy of a letter received from 
a labor representative in Guam relating to proposed amendments to the Fair 
Labor Standards Act, which is self-explanatory. 

You will note that private employers in Guam are now paying the $1 minimum 
wage and any exemption for Guam under the act would have a tendency to 
reduce wages already being paid Guam workers. In other words, there is no 
justification for the Navy’s request for an exemption from the statutory minimum 
provided for in the Fair Labor Standards Act in order to pay substandard wages 
on Government contracts. 

With best wishes, I am 

Sincerely yours, 
WALTER J. MASON, 
Legislative Representative, AFL-CIO, 


Marcu 24, 1956. 
Mr. WALTER J. MASON, 


Legislatwe Representative AFL-CIO, 
Washington, D. C. 
DEAR Mr. Mason: I appreciate your letter of March 21, 1956, with the attached 
copy of the letter addressed to you from Mr. Robert V. McRae. 
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I think Mr. McRae’s letter contains some helpful information, and I am 
wondering if you would like to make it a part of the official record of the com- 
mittee hearings. 

With kind regards, I am 

Sincerely yours. 
CARL ELLIOTT. 





WasuHineton, D. C., March 27, 1956. 
Hon. CARL ELviort, 
House Office Building, 
Washington, 2D. C 

Dear CONGRESSMAN ELLiotr: Thank you for your letter of March 24 in regard 
to the letter received from Robert V. McRae. I share your views that the in- 
formation contained in this letter may be helpful, and shail appreciate it if you 
would make it a part of the official record of the committee hearings. 

With best wishes, I am 

Sincerely yours, 


Legislative Representative, AFL-CIO. 


(The letter referred to is as follows:) 


Mr. WALTER J. MASON, 


Legislative Represe ntative, FL ClO, Washinaton, D0 


DEAR Sirk AND BroTuHer: In regard to your letter of March 6 requesting any 


nformation applying to Guam and bill H. R. 9129 exeluding G 1 from certain 
provisions of the Fair Labor Standards Act, I wish to fu sh e followi 
sincerely wish it would be possible for me rive dded const! ve 
niormation that would strengthen our position agai ese proposed bills 
Your statement before the committee covers the general principles as now 
existing on Guam. I spent the past 2 days since re y ir letter inter 
iewing Filipinos working for companies other th: the Navy and Air Force. 
All these small business firms on Guam primarily automotive ag ies, repa 

ps, and delivery agencies are paying their Filipin I vees the min im 
f S1 per hour, with the few exceptions of highly skilled technicians, who are paid 
ore than the minimum-wage requirements 

Before the minimum wage of $1 per hour, they paid th ‘ 10 75 cent 
| hour It is my belief that if their minimum wage s ‘is lowered, they 
vould pay only the minimum wage as required by lav At the same time 
inything you purchase on Guam is west coast prices, plus shipping cost to this 
port. 

The company employing me is a Navy contr r perfor ng N: and Air 
Force constructions combined, under the contract name of Brown-Pacific-Maxon, 
vith approximately 4,000 Filipino employees, of which 90 percent of military 
enstruction jobs on this island are handled by this company This group of 
Filipino employees consists of professional engineers, doctors, accountants, 


skilled men ranging from top-rate mechanics, plumbers, heavy equipment opera- 
tors, electricians, carpenters, welders, ets., performing both quality and quantity 
of works comparable with any group of men in any part of the world I have ever 
worked. 

Granting that the Navy, through their contractors, pays for their quarters and 
subsistence, I am of the opinion that the Filipinos are greatly underpaid, as 
their pay seale ranges from 31 cents to 75 cents per hour, with the average 
wage for the skilled craftsman of 54 cents per hour; while we American crafts- 
men earn approximately $3 per hour, performing the same type of work. ‘The 
Hawaiians employed on the island are paid greatly in excess of $1 per hour 
and the Guamanians working for the Navy public works are paid $1.50 and up. 

It is obvious even to the most elementary mind that the Navy, Air Force, and 
ther business firms are taking an unfair advantage of the Filipinos due to the 
poor economic conditions prevailing in their homeland 

While I cannot qualify myself as an expert in foreign affairs, it would seem 
unbelievable to me that a committee would recommend the enactment of legis 
lution discriminating against one loyal group of people to save a few dollars, 
while we are spending billions in the same part of the world trying to make 
people have confidence in us and our form of government. 
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If the committee here in the proposals on this “class legislation” could recall the 
early part of 1942 and remember the many heroic deeds and loyalty shown by the 
Filipino people to the United States in one of its darkest hours, there is no doubt 
in my mind that they would refuse to pass any legislative measure against these 
people. 

I wish to urge the AFL-CIO to use every means within their powers to con- 
vince the committee here in these proposals what drastic repercussions they 
would cause in the Asian part of the world, if they enact this discriminatory 
legislation. 

\, ith best of wishes I am, 
Sincere 


ly and fraternally yours, 


Ropert V. McRar 


DEPARTMENT OF THE NAVY, 
LUREAU OF SUPPLIES AND ACCOUNTS, 
Washington, D.C.., Varch 28, L956 


Hon. Cari I orl 
( (l nid) Npecial S ibcommeittee, 
H se Committee on Nducation and Labor. 


My Dear Mr. CHAIRMAN: During the course of the recent hearings on H. R 


29, the Department of Defense representatives were requested to supply the 
tee with information pertaining to the employment and payment 
tices of construction contractors on defense projects in French Morocco. 


Contractors in this area employ and pay their indigenous employees directly, 


d do not use the services of the French liaison mission. Of course, where there 

nion representing such employees, matters within the jurisdiction of that 

lion are handled with it It should be noted that this information applies 
vy to construction contracts. 


Sincerely yours, 


JoeL D. PARKS, 


Rea 1dmiral, SC, USN, Deputy and Assistant Chief of Bureau 
DEPARTMENT OF THE INTERIOR, 
OFFICE OF TERRITORIES, 
Varch AR 1956 
Io { | OT 
HH hi é ( i S noto dD ( 
My Dear Mr. ELniior1 With reference to the hearings held by the subcom- 
tee of the Heuse Committee on Education and Labor with respect to modi 


e minimum wage provisions of the Fair Labor Standards Act as 

won, the following message has been received from 
Oa. 

“Reference is made to article datelined Washington, D. C., March 10, which 

earer the Honolulu Star-Bulletin on same date entitled ‘Don’t industrialize 

son pleads at hearing’ as made by Vainuupo Alailima before the 

House Education and Welfare Subcommittee. High Chief Tuitele, president of 


e senate. ; | Chief Solia, speaker of the house of the Legislature of American 
Samoa, join me in repudiating irresponsible statement of this person who ob- 
ously is 1 aware of economic conditions in American Samoa. Vainuupo is 
in alien from western Samoa and has no authority to speak on such matters 
ight affect the economic welfare of the United States nationals of 
American Samoa. His stating that Malietoe ceded Tutuila to the United States 
; not only a falsification but considered insult to the traditional leaders of 
American Samoa. See instrument of cession. Request this message be brought 


to the attention of the House subcommittee.” 


Sincerely yours, 


ANTHONY T. Lusi, Director. 
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CRISTOBAL, ©. Z., March 24, 1956. 
Hon. Cari Evxiorr, 
Chairman, Subcommittee of the House Committee on Labor and Education, 
United States House of Representatives, Washingion, D. OC. 

DEAR CONGRESSMAN ELtiorT: My name is Erald L. Durant, up to February 21, 
1956, I was the recording and corresponding secretary of local 900, Government 
and Civic Employees Organizing Committee—AFL-CIO on the Panama Canal 
Zone, a position which I have held for several continuous years. 

I had the good fortune to follow with interest, through the medium of press 
reports, the hearings conducted by your committee, Friday, March 16, and Sat- 
urday, March 17, in respect to the Fair Labor Standards Act and the proposals 
under H. R. 2129 and H. R. 9144 to exempt the Panama Canal Zone among other 
areas from the minimum wage provision. 

A definite statement, which is in sharp conflict with the records, was made 
before your committee Friday, March 16, by the present spokesmen of local 900 
and local 907 jointly, which, according to reports is to the effect that ‘“‘the local- 
rate unions now have a membership of about 1,000 local-rate workers as com- 
pared with 8,000 to 10,000 in 1951” and they attributed the serious decline during 
the intervening period to “loss of interest in the former leadership of the union 
and lack of security for employees.” 

It is noted that Representative Fjare, at the time, pointed out—and correctly 
so—that in the United States, insecurity among the workers tends to build up 
union membership. However, on the question of “loss of interest in the former 
leadership” as one of the two solely contributing causes for the decline, no one 
was present to either advise, correct, modify, or counteract the very evident 
erroneous statement, which indiscretely inferred that due to loss of interest in 
the former leadership approximately a low of 7,000 to a high of 9,000 members 
abandoned the organization. The implications of this statement can readily be 
seen and may serve, in the future, as a yardstick adversely affecting people 
locally. 

Moved by the ethics of the occasion and in the interest cf clarity, coupled with 
the knowledge that the records of the United States Congress are permanent 
and complete, a request (see exhibit 2, enclosed) was made to the spokesmen of 
locals 900 and 907, urging them to write your committee to modify or correct the 
faulty statement as it tends to mislead the congressional committee, and if not 
amended may be adduced both now and in later years as substantial criteria. 

Inasmuch as a week has elapsed and the opportunity to clear the point at 
issue has been apparently overlooked, I am morally obligated as former recording 
and corresponding secretary to state, in fairness to the records, a few of the 
related and well-known facts that caused a drop in membership. In view of the 
science of good conduct, I will not contradict the given figures of 8,000 to 10.000. 

Bearing in mind that the transition of the canal and related operations of 
the Panama Canal agency to the Panama Canal Company, following the enact 
ment of Public Law 841 (Sist Cong.), which became effective July 1, 1951, placed 
the Panaina Canal Company on a self-sustaining basis, the necessary attention 
paid by the canal administration to smoothly adjust itself to this condition did 
result in a great drop in employment and, as a natural consequence, the member- 
ship of the organization was affected accordingly. 

As a result of an investigation of duplicate facilities by a joint logistical 


committee composed of representatives of the military services and the canal 
organization, the company closed a bakery at Camp Bierd, a concrete products 


manufacturing plant at Mount Hope, and a gravel plant at Gamboa. The Army 
closed the bakery at Gullick and a quarry at Fort Kobbe. 
The company eliminated a few employees’ services; a transfer of a major por- 


tion of its cold storage facilities from the Atlantic to the Pacific side. Centers 
of community living modes were changed ; certain sections were depopulated ; the 
La Boca area on the Pacific side has been slenderized by major movements and 
redistribution of family life: the area of Gatun on the Atlantic side also has 
been slenderized with workers and their families moved into other areas; the 
placement on disability relief of hundreds of older workers; work then pet 
formed by the Government is now let to contract. These constitute some of the 
unavoidable, but factual occurrences that contributed to the lessening of member- 
ship. 

An overall reduction in force of 6,610 local-rate employees since 1949 up to and 
including January 5, 1955, must be taken into consideration. 

In order to shed additional light on the point in question it is necessary to in- 
dicate that the union’s dues structure during the period was increased from $1 
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to $2 by mandate from the international union (see exhibit 2). Lack of proper 
servicing by the international union also contributed to the decline (see ex 
hibit 1). 

Enclosed herewith, is the complete history (exhibit 2) publicly protesting the 
damaging statement; also enclosed is (exhibit 1) correlating on the subject 
Inmatter. 

A candid evaluation of the conditions outlined will prove that the loss of 
membership was not due to “loss of interest in the leadership”; therefore, in 
view of the foregoing it is earnestly requested that the records of the hearings 
be made to include this statement and, also those practical points revealed within 
the folds of the exhibits submitted, not only to counteract the misleading state- 
ment which will result in casting an oblique light on local leadership, but to 
assist in keeping the records of your respected committee in conformity with the 
true conditions. 

It would be highly appreciated if a copy of the hearings, when printed, be for- 
warded the undersigned. 

Very truly yours, 
ERALD L DURANT. 
SOURCE OF REFERENCE MATERIAL 


tudy of operations of the Panama Canal Company and Canal Zone Govern 
ment, hearings before the Committee on Merchant Marine and Fisheries, Houss 
of Representatives, 84th Congress, 1st session, March 29, 30, 31. 

Report of audit of the Panama Canal Company and the Canal Zone Govern- 
ment, fiscal year ended June 30, 1954, 84th Congress, 1st session, House Document 
No 160 

(The exhibits referred to are as follows:) 


EXHIBIT 1 


[Extract from Panama Star and Herald, Tuesday, February 21, 1956, indicating indiffer 
ence of national office] 


BLAME NATIONAL OFFICE FoR Loca 900’s PLignT—CANAL ZONE UNION LACK! 
SUPPORT—UNION OFFICER CHARGES INDIFFERENCE AND MISJUDGMEN1 


Indifference and misjudgment on the part of the national office of the Govern 
ment and Civic Employees Organizing Committee, the parent body of local 900 
was blamed yesterday by a union source for the present plight of the loca 
organization 

To back up his charge, Erald L. Durant, recording and corresponding secre- 
tary of local 900, released a copy of a letter written October 9, 1955, by the execu 
tive board of local 900 to Anthony J. Federoff, chairman of the GCEOC, setting 
forth the local union's complaints. Copies of the letter were sent to Milton 
Murray, secretary-treasurer of GCEOC, and John Riffe, the then director of 
organization of the Congress of Industrial Organizations. 

Federoff and Murray announced here yesterday that because of “financial diffi 
culties,” the officers of local 900 have been suspended and the union placed under 
a committee of administration. 

The October 9 letter complained principally of lack of representation in Wash 
ington for local-rate workers in matters affecting them 

“This local,’ Durant wrote the Star and Herald yesterday, “has paid within the 
past 3 years more than $60,000 per capita tax and has never since its inception 
been represented on matters concerning the local-rate workers before the Con 
gress of the United States and that even in the matter of the recent passage 01 
the disability measure to $45, if it were not for other agencies and particularly 
the canal administration at the time who took a deep and sincere consideration 
the bill would not have been passed.” 

Durant also pointed out that local 900 had advised against splitting local-rat: 
employees into Panama Canal and Armed Forces unions. 

“The blame for the lethargy of the people in supporting local-rate unions 
should be placed squarely at the doorstep of the international union, who | 
daresay misjudged the local situation 2 years ago and split us in 2,” Durant 


said 








Durant said he had not been called to any meeting during the current visit 
Federoff and Murray on the isthmus. 

He said the October 9 letter would show “the reading public and our peopl 
that we tried to serve valiantly and well under peculiar conditions.” He pointed 
out that the letter was never answered by the GCEOC national office. 
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“I hope sincerely that the union carries on,” Durant said. “Our people need it 
badly. 1 will continue my membership and gladly so because I believe in true 
unionism.” 

The text of the October 9 letter from local 900 to the national office is as 
follows: 

OcTOBER 9, 1955. 
Mr. A. J. FEDEROFF, 
Chairman, Government and Civic Employees Organizing Committee-Clo, 
Washington, D.C. 

DEAR Sie and Broruer: I have been instructed, by the executive board of our 
local at its last meeting, to write you and forward a copy of this letter to CIO, 
with the intent that you and they may be aware of the serious handicaps facing 
local 900 on the Isthmus of Panama, due to a conglomeration of facts and issues 
arising over a period of time. 

Despite several irritating problems that are in abeyance, this local had been 
hard put to maintain its proper equilibrium. This may be attributed to many 
causes. We have been plagued by the people we represent in regard to promises 
made by the Government and civil employees organizing committee in respect to 
sending a now past overdue representative to the Canal Zone. Other things 
pointed out by the people is our lack of representation in Washington at the 
proper time and advice in regard to this representation. Among other matters 
discussed and brought to light in. our projected program for future action in 
Washington and the Canal Zone. 

During the entire year our files do not indicate receipt of any correspondence 
from GCEOC, which, daresay is our contact as an affiliated body by virtue of 
payments of per capita tax. Even though we have been hard pressed we have 
endeavored to maintain as closely as possible the payments of such tax. 

During the first half of this year—as every year in the past—hearings have 
been conducted by the subcommittee of the Committee on Appropriations, House 
of Representatives and likewise the subcommittee of the Committee on Appropri- 
ations, United States Senate; these committees consider the budget estimates for 
the Canal Zone Government and the budget program of the Panama Canal Com- 
pany—all other spokesmen there to look into their organization’s interest. The 
local-rate employees, who form the majority in numbers of workers on the Canal 
Zone, had no representation before these committees. 

The Committee on Merchant Marine and Fisheries, House of Representatives— 
this committee, incidentally, has jurisdiction over the agencies of the government 
in this area—conducted hearings during the last half of March in its study of the 
operations of the Panama Canal Company and the Canal Zone Government. Our 
organization had no representation before this committee at that time. 

During the month of April, as instructed by you, we forwarded four resdlutions 
to be considered by the First National Conference of the Government and Civic 
Employees Organizing Committee, affiliated with the Congress of Industrial 
Organization. This conference which was first to be held October 28 through 30, 
1954, was held May 5 through 7, 1955. Our resolutions were forwarded in care 
of the secretary-treasurer of GCEOC, Milton Murray, and were titled thus: “Civil 
Service Retirement Act; Equal Job Opportunity: Adequate Minimum Wage; 
Better Relationship Between International and Local Unions”: to this writing we 
have not been paid the compliment of a simple acknowledgement of these resolu 
tions nor word concerning their disposition. These resolutions were created from 
our basic program and emanated from a committee formed and approved by our 
executive board. 

During late January it is our understanding that a committee from GCEOC 
conducted talks relative to the application of the new Panama-United States 
Treaty which was just released, with officials of the United States De partment. 
This treaty, known on the records of the Senate as Executive F, S4th Congress, 
Ist session, contains many ramifications relative to the people represented by this 
union. 

[am sure that you are aware of the contents of this treaty and will agree that 
there is absolutely no guaranty that discussions and/or understandings regard 
ing wages were equally as binding as other articles and provisions of the treaty. 
The impact will fall on the local-rate employees who will now have to pay income 
tax, a point which he does not deplore; however, he will now have to add this 
feature to his present expense without a corresponding understanding to increase 
his. wages so that his take-home pay may not be affected. 
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There are many points worthy of notice and action by GCEOC in order to pro 
tect the status quo of the workers. We would consider it fair to have GCEOC 
commit themselves to unselfishly represent this organization when the outstand- 
ing points which demand legislation comes up for hearing before the Congress. 
These matters of legislation will surely come forth in the new Congress which is 
due to convene on or about the 3d of January of the coming year and there should 
be adequate preparation to defend our position. 

The recent treaty hearings for ratification before the United States Senate was 
adequately represented by all the vested interests on the Canal Zone and shipping 
industries throughout the United States—there was no representation for the 
local-rate employees by the Government and Civic Employees Organizing Com- 
mittee. These hearings occupied several days in late July. 

It is our understanding that during June a Senate Labor Subcommittee ap- 
proved a minimum wage bill designed to raise all wage levels in Puerto Rico, the 
Virgin Islands, and the Panama Canal Zone 25 cents and hour by January 1, 1958. 
This subcommittee is headed by Senator Paul Douglas, and voted an automatic 
increase of 3314 percent next January for all wages which are not raised between 
June 15, 1955, and next January 1956. Please advise us as to the authenticity of 
this report and in what manner it will affect us. 

We most certainly do not expect the Government and Civic Employees Organ- 
izing Committee to perform miracles, because we are fully aware that the days of 
miracles are past, neither is it our intention to appear that we are upbraiding our 
affiliated organization, but we do have to call a spade a spade because we are 
definitely struggling to hold our union despite all adversities, and one of the 
concrete ways to maintain our union is to receive the unflagging support of the 
International Union. 

Simple normal functions of servicing such as laying the program of our organ- 
ization before sympathetic representatives of the Congress and a bit of lobbying 
when pertinent bills appear before the various committees, and the funnelling of 








information in regards to such interested actions would assist the local immeas- 
urably. 

We are suggesting that some of the matters that may be looked into to see what 
may be done on the Panama Canal Zone, is whether the Davis-Bacon Act (pre 
vailing wage law) or the Waish-Healey Public Contracts Act is or can be made 
applicable to the Panama Canal Zone area, because in some instances this area 
may be at times included as a part of the continental United States, for some 
purposes 

We feel that you are aware, but we are reminding you that Representative 
Edward F. Garmatz (Democrat, Maryland), chairman of the Subcommittee on 


Panama Canal Affairs will head a group of nine Congressmen who will arrive on 
the Canal Zone the latter part of November (next month) for an on-the-spot 
study of the Panama Canal in view of pending legislation in this connection. 
This committee is a part of the House Merchant Marine and Fisheries Commit 
tee Some of the men are from the east Coast and some are from the west coast. 
They intend to have talks, naturally, with the Governor of the Canal Zone; they 

e also slated to have talks with the labor unions and other representatives over 
here. It is opined that their intention will include the forwarding in advance 
of their visit to the Governor and other groups over here, copies of pending bills 
before the Congress affecting the ¢ 1 Zone. We would feel reassured if you 
would make contact to se thi a1 union is afforded its proper place in the 
sun in the light of the pending visits Here are the names of the complete 
committee planning to make the trip: Democratic Representatives Leonor Sulli 
van, of Missouri; James Byrne of Pennsyivania;: T. J. Tumulty, of New York; 
Thaddeus Machrowicz, of Michigan; Republican Representative John J. Allen, 


Jr., California; Bernard Zinncke, cominittee counsel and a committee clerk will 
also make the trip. 

The Governor of the Canal Zone makes regular trips to Washington; he is 
there now attending a meeting of the Bourd of Directors of the Panama Canal. 
We have not been able to apply the necessary justifiable pressure in order to 
receive a long overdue and well merited wage increase, plus other benefits. 
Talks with the Governor whilst in Washington would be decidedly helpful to the 
local union with the proper relay regarding the conversations and the results of 
the conversations. 

The morale of our people is hitting a new low, due in a measure to the 
steady decline in employment and in a like measure to some of the deficiencies 
pointed out in this letter. It is our desire to build a strong and solid organiza- 
tion with constant international connections. 


se pee 
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As you have been informed, the joint board setup on the isthmus consisting 
of local 900 and local 907, are working in harmony and honoring in every respect 
the agreement set forth during the visit of Daniel Benedict, and it is good to 
say that both locals have given concrete evidence of a willingness in taking 
positive and practical steps to bring about the effective and united GCEOC-CIO 
action in defense of the workers on the Canal Zone. 

We hope that positive and practical steps may come forth from GCEOC itself 
as indicated in the few points mentioned in this letter in order to assist us 
mightily in our efforts to organize the unorganized and to maintain those we now 
hold. 

Sincerely trusting to hear from you very soon, I remain 

Iraternally yours, 
ErRaLp L. Durant, 
Recording and Corre sponding Secretary 





Kx HIBIT 2 
[Extract from Panama Star and Herald, Tuesday, March 20, 1956, on membership] 
DURANT CHALLENGES STATEMENT ON Logs oF CIO Mem SHIP 


Krald Durant, former corresponding and recording secretary of Local 900, CLO, 
has taken issue with a statement made at the recent congressional hearing con- 
ducted on the isthmus that the loss of membership of the local-rate union is due 
to loss of interest in the former leadership. 

Durant blamed lack of interest by the international union, an increase in dues 
from $1 to $2 and a widespread reduction in local-rate personnel employed in 
the Canal Zone as the principal factors for the loss of union membership. 

\ subcommittee of the House Committee on Education and Labor held hearings 
here last week on legislation seeking to exempt the Canal Zone from minimum- 
Wage legislation A dele ion of oflicers from locals 900 and 907, headed by 
William Sinclair and Harold Rerrie, attended the hearings. They told the Con- 
-ressmen that the union membership had dropped from between 8,000 and 10,000 
in 1951 to about 1,000 at present because of lost interest in the former leadership 


1 . ' 
and lack of security for « nplovees. 


Durant’s letter challenging the statement says that unless those who made the 


tatement make a public correction, he will write to the House committee 





text of Durant’s letter is as follows: 


CRISTOBAL, CANAL ZON]I 


The values of sober and intelligent representation to achieve organizational 
bjectives are countless, so therefore, it is with understandable interest that 
the report, as carried in the Isthmian Press, concerning the hearings conducted 
by a subcommittee of the United States House of Representatives relative to 
proposals under H. R. 2129 and H. R, 9144 to exempt the Panama Canal Zone 


among other areas from the minimum wage provisions of the Fair Labor Stand- 


i 


rds Act is being currently read and interpreted. 
Inasmuch as written stutements and testimony, ad libitum arguments with the 
various pros and cons, subsequent questions and answers are gen vy docu 


mented and printed in the congressional records of the hearings of the committee, 
exactly as delivered by the various witnesses and members of the subcommittee, 
it is absolutely necessary and prudent, in the interest of clarity and the face of 
the records, to correct a rathe hasty Statement made before the 


congressional 


colimittee at the hearings held Friday, March 16, and attributed to spokesmen 
of local 900 and local 907. This statement if left uncorrected tends to distort the 
true facts and may mar the prestige of local leadership, not only in the past, but 
also in the future. 

The item referred to appeared in the Star and Herald under dateline of March 
17, 1956, and is hereby quoted : “The local-rate unions now have a membership of 
about 1,000 local-rate workers as compared with 8,000 to 10,000 in 1951. Rerrie 
and Sinclair blamed the drop in membership to loss of interest in the former 
leadership of the union and lack of security for employees.” 

In order that the records may be kept clear, clean, untarnished, and straight, 
it is encumbent to rise and challenge unfair and unjust statements that tend 
to cast improper reflection on the activities of the former leadership of local 900, 
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who, during the span of time that encompassed their functions, made possible 
the complete support of the canal organization in the best interest of emplovee- 
management cooperation for the well-being of the local-rate employees. The 
direct and misleading statements attributed to both Mr. William Sinclair and 
Mr. Harold W. Rerrie casts questionable speculation on the loyalty and standing 
of former officers to the people they represented and is now repudiated. 

Playing “footsie” to the international union is a game that the former leaders 
of local 900 refused to condone and the general public is duly reminded that in 
a letter Gated as far back as October 9, 1955, and released for publication ‘in the 
Star and Herald on February 21, 1956. the former leaders pleaded for action by 
the national office. and the national office itself disnlayed loss of interest by not 
even replying to the communication, because this communication demanded 
action in behalf of the workers. It was also revealed that resolutions forwarded 
to the national office were received with cold indifference which displayed a 
total loss of interest, with no reply. The blame for the lethargy of the workers 
and the serious drop in membership was placed squarely at the doorstep of the 
national office of GCEOC in Washington. To date this unchallenged letter which 
exposed the loss of interest in the lap of the responsible parties is a clear 
vindication of the program and platform of the former leaders of local 900. 

Neither the supposed 8,000 to 10,000 membership figure of 1951, nor today’s 
supposed 1.000 figure is being challenged, that is of course the discussion figure of 
those making the assertion. The item seriously challenged, at this time, is the 
veracity of the statement regarding to the direct cause of the drop in membership, 
as alluded 

It is possible that this untoward and unsupported statement was caused by 

nuixined excitement and exuberance of the cirenmstances. in any event it most 
certainly was ill-timed and not tailored to suit the oceasion 

The ranid decline in membership during the vear 1951 cited could have been 
attributed to the trend in reduction in the loeal rate force since 1949 to 1955 
January: approximately 7.000 local raters were dropped from the comnpany- 
Government rolls: other factors that contributed to loss of membership were the 
closing ont of Red Tank as a community living area: the change over in the 
Washington Hotel also caused loss of membership: and since the advent of 
Public Law 841 which ecansed the elimination, consolidation of some activities 
also contributed to the decline in membership. These and other factors related 
thereto should be taken into consideration. The retirement of disability relief 
of many union stewards made the largest hole in the ranks of the membhersh‘a 

The records also disclosed that because local 900 was compelled to raise its 
dues structure from $1 to $2 per member by mandate from GEOC it immediately 
lest a substantial amount of dues payers from which it has never recovered. 

The rather cold-blooded and flat statement that the drop in membership was 
due to loss of interest in the former leadership should be modified by those 
making the public statement and it is suggested that a letter be sent to the 
committee concerned for insertion in the records, and this letter given due pub- 
licity. In the event there appears to be undue delay in taking this action, due to 
off-the-cuff responses without deliberation, it shall be encumbent on the under- 
signed as the former recording and corresponding secretary of local 900 to take 
the action necessary. 

Magnificient achievements can be realized with a continuance of the spirit 
fairness, truth, and facts, without trying to pull someone’s (GCEOC’s) chest- 
nuts out of the fire. 

The overall position taken by Canal Zone organizations on the question of 
the minimum wage is to be commended and applauded. 

Eratp L. DURANT. 


(Eptror’s Norges Pamphlet entitled “Guam—General Information” 
furnished by Department of the Interior, was filed with the commit- 
tee, but is not printed.) 

Mr. Etxiorr. The committee will go into executive session. 

(Whereupon, at 11:25 a. m., the subcommittee proceeded into exe- 
cutive session.) 


x 

















